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BUDGET  SPEECH  DELIVERED  BY  THE 
EXECUTIVE  MAYOR  OF  DR  KENNETH 
KAUNDA  DISTRICT  MUNICIPALITY 
CLLR  BE  MOLOl  ON  3 JUNE  2009 


Acting  Speaker 
Honourable  Councillors 
Municipal  Manager 
Council  Officials 
Distinguished  Guests 
Members  of  the  Public 
Dear  Ladies  and  Gentlemen 

It  is  with  a deep  sense  of  humility  and  honour 
that  I rise  to  present  before  this  august  council 
our  fourth  annual  budget  under  the  current 
term. 

The  tabling  of  our  2009/2010  Budget  coincides 
with  the  very  first  State  of  the  Nation  Address 
on  this  day  iDy  our  newly  elected  fourth 
democratic  President  of  South  Africa,  Mr 
Gedleyihlekisa  Jacob  Zuma. 

This  State  of  the  Nation  Address  to  the  joint 
sitting  of  Parliament  follows  the  recent 
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successful  fourth  democratic  elections  which  saw 
millions  South  Africans  voting  to  renew  the 
mandate  of  the  people's  government. 

THE  PAST  RECORD 

Looking  back  over  the  past  financial  years, 
vje  have  done  well  in  terms  of  tackling  the 
image  infrastructure  backlog  facing  our 
district.  We  have  delivered  services  to  our 
people  in  both  the  urban  and  rural  parts  of 
our  District.  However,  it  is  in  the  remote 
rural  villages  where  we  have  done  much 
to  push  back  the  frontiers  of  poverty.  We 
have  brought  electricity,  water,  sanitation, 
roads  and  other  services  to  our  people. 

Our  revised  IDP  captures  the  capital, 
economic  investment  and  disaster 
management  reports  for  the  past  two 
financial  years  up  to  March2009 
Moving  into  the  future  and  in  line  with  the 
emphasis  of  our  new  government  on  Rural 
Development,  we  intend  to  intensify  our 
work  in  rural  villages. 


AUDIT  OPINION 


As  a District  Municipality,  we  are  moving 
from  a very  difficult  financial  terrain 
during  which  our  municipality  used  to 
receive  disclaimers.  These  negative  audit 
reports  reflected  badly  on  the 
management  of  our  finances  and  how  we 
implemented  our  budget. 

We  are  happy  to  report  for  the  first  time 
ever  a qualified  audit  opinion  from  the 
office  of  the  Auditor  General.  This  is  a 
marked  improvement  and  an  indication  of 
better  things  to  come.  We  can  only 
improve  on  this  performance  by  position 
by  posting  unqualified  reports  in  the 
current  and  future  financial  years  as  a 
sign  of  clean  and  good  governance  on  our 
part.  This  is  possible  through  political  will 
by  political  office  bearers  and  the 
commitment  forms  our  administration. 
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Honourable  councilors,  the  budget  is 
presented  with  the  simultaneous  adoption 
of  the  2009/2010  IDP  Review  document. 
The  review  process  has  continued 
successfully  despite  our  participation  in 
the  2009  National  and  Provincial  Elections. 

There  has  been  a marked  increase  in  the 
participation  of  the  Sector  Departments  in 
the  affairs  of  the  District  Municipality  and 
its  Local  Municipalities.  At  least  seven  (7) 
new  provincial  and  national  sectors 
presented  their  plans  during  the 
December  2008  engagements. 

The  district  flagship  Mayoral  Road  Show 
has  completed  successfully  under  a tight 
scheduled.  During  this  process  which  is 
becoming  standardized  in  the  district,  the 
district  municipality  engaged 
constructively  with  the  local  municipalities 
in  order  to  bring  alignment  in  our  planning 
processes. 


The  IDP  document  itself  is  presented  in 
the  new  format  adopted  nationally  by  the 
National  Development  Planning  Forum  in 
2008. 

The  preparation  and  production  of  credible 
budget  is  critical  and  cannot  be  compromised. 
The  non-credible  budget  hampers  and  delays 
service  delivery  attainment.  The  Municipal 
Manager,  Section  57  Managers  and  Managers 
in  Political  Office  Bearers  Offices  will  all  be 
required  and  expected  to  adhere  to  the  service 
delivery  and  budget  implementation  plans 
(SDBIP’s). 

The  resolution  of  municipal  council  that  was 
taken  in  March  2008  in  terms  of  Item 
A. 27/03/2008  reads  as  follows: 

"2  That  the  Accounting  Officer 
(Municipal  Manager)  must  limit 
reduces)  roll-overs  since  it 
represents  underoerformance  and 
poor  budgeting.  ” 
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The  implementation  of  the  budget  will  be  fully 
monitored  and  managers  must  limit  the  transfers 
that  clearly  indicate  the  symptom  of  poor 
budgeting.  However,  when  the  transfers  are 
considered  to  enhance  and  accelerate  service 
delivery,  proper  written  motivation  must  be 
submitted  to  the  Office  of  the  Municipal  Manager 
and  Executive  Mayor,  even  if  the  transfer  is 
within  a vote. 

Speaker,  the  budget  presentation  will  focus  on 
three  sections:  Sources,  Revenue,  Operational 
and  Capital  Allocation. 


1 SOURCES  OF  REVENUE 

The  legislation  (MFMA)  requires  that  all 
offices  become  responsible  for  the 
collection  of  revenue  as  well  as  efficiency 
and  effective  utilization  of  those  resources. 
The  Offices  of  the  Municipal  Manager  and 
Chief  Financial  Officer  expect  such  support 
and  reduction  (elimination)  of  irregular  or 
fruitless  and  wasteful  expenditure. 


6 


The  current  turbulent  economic  conditions  has 
put  pressure  on  households,  businesses  and 
State  budgets  with  regard  to  the  relevant 
stakeholders.  National  contraction  in  GDP 
gro\A/th  has  shown  slow  and  cautious  spending 
with  regard  to  both  capital  and  operating 
expenditures,  as  less  is  achieved  with  more 
scarce  resources. 

The  total  amount  of  Grants  and  subsidies 
received  of  R158  564  000  represents  84.8%  of 
the  total  anticipated  revenue  from  the  grant 
transfer  against  the  79.9  % of  the  2008/2009 
financial  year.  The  bulk  of  the  R158  564  000 
represent  the  RSC  levy  replacement  grant  to  the 
amount  of  R122  543  000  and  Equitable  share  of 
R18  244  000.  R11  954  708  of  the  Equitable 
share  is  specific  allocated  for  subsidizing  the 
Environmental  health  service  which  is  a function 
of  this  council. 

The  transfer  from  surplus  of  R18  436  840  is 
due  to  projects  to  the  amount  of  R1 5 805 
130  that  was  started  in  the  2008/9  financial 
year,  but  expected  to  be  completed  in  the 
2009/10  financial  year.  This  meant  that 
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19.6%  of  the  2008/10  budget  was  carry 
over,  and  that  these  projects  represent 
30.6%  of  the  capital  projects  budget  in  the 
2009/10  budget. 

Cash  back  investments  that  are  prescribed 
in  the  MFMA  for  Councils  funds  and 
reserves  as  well  as  funds  used  for  bridging 
operational  cost  are  invested  periodically 
with  the  recognized  financial  institutions  to 
limit  and  reduce  the  risks.  The  Reserve 
Bank  cut  interest  rates  since  January  2009 
with  450  basis  points  and  this  will  have  a 
negative  influence  on  councils  interest  out 
of  investments. 

Other  grants  allocated  to  the  Council  is  the 
Finance  Management  Grant  (FMG)  to  the 
amount  of  R750  000,  Municipal  Systems 
Improvement  Grant  (MSIG)  to  the  amount 
of  R1.3  million.  R7.5  million  and  R2  million 
was  transferred  to  Council  during  the 
2008/9  financial  year  and  included  in  the 
adjustment  budget  for  Fire  Support 
Program  Grant  and  Disaster  Management 
Grant  respectively.  The  Fire  Support 
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Program  Grant  is  to  supply  Fire  Engines  for 
local  Councils  and  orders  is  already  placed 
after  the  tender  process  was  followed. 

2 OPERATIONAL  BUDGET 

The  total  operational  budget  amount  to 
R138  174  361  compared  to  the 
R101  970  053  of  the  adjustment  budget  for 
the  2008/2009  financial  year.  An  Increase 
of  35.6%.  This  increase  is  basically  due  to 
the  increase  in  Grants  and  Subsidies  of 
80%  that  the  Council  budget  to  allocate  to 
the  Local  communities. 

Councillors  Remuneration  stays  at  R6  127 
000  which  is  4,4%  of  the  operating  budget 
although  a provision  of  a 12%  increase  in 
allowances  was  made.  This  is  basically  due 
to  the  re-demarcation  of  Merafong  back  to 
Gauteng. 

The  employee  related  costs  amount  to 
R47  751  072  and  increase  in  growth  of 
14%  representing  34.5  % of  the  total 
operational  costs. 
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The  council  has  budgeted  for  an  annual 
increase  of  12%  which  should  be  adequate  as 
no  agreement  has  been  reached  between  South 
African  Local  Government  Association,  SALGA 
(the  employer)  and  the  two  unions,  i.e.  SAMWU 
and  IMATU. 

Despite  the  current  global  economic 
meltdown,  we  continue  to  invest  in 
infrastructure  development  as  well  as 
raising  the  service  delivery  standards  of 
our  people  though  projects. 

The  allocations  we  make  in  this  budget 
will  also  advance  the  National  and 
Provincial  agenda  of  cushioning  the  poor 
by  creating  employment  opportunities, 
investing  in  infrastructure  and  ensuring 
fiscal  sustainability. 

Some  of  the  allocations  we  make  and  the 
intended  projects  seek  to  address  the  five 
priority  areas  identified  by  the  ruling  party 
in  its  2009  Manifesto,  which  now 
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constitute  government's  programme  for 
the  next  five  years. 

The  Council  contributed  in  this  budget  just  more 
than  R4.  5m  to  the  Dr  Kenneth  Kaunda 
Economic  Agency  in  order  to  fund  programmes 
whose  aim  is  to  promote  economic  development 
in  the  District.  Of  this  amount,  R2.5  m is 
budgeted  for  the  Schikenmaster  meat 
processing  project  that  would  create  job 
opportunities  for  our  people  in  Matlosana.  These 
allocations  are  in  line  with  the  new  government’s 
priority  on  creating  work  for  the  people. 

Honourable  Speaker,  in  line  with  our  new 
government’s  focus  on  Rural  Development,  this 
particular  Budget  sets  aside  considerable 
amounts  towards  this  priority  area.  For  example, 
in  the  grants  and  subsidies  allocation  a 
whooping  amount  of  just  more  than  R10m  was 
allocated  to  support  rural  development  in  our 
district.  This  is  intended  to  improve  the  living 
conditions  of  our  rural  masses  by  bolstering 
service  delivery  and  development  in  these  areas 
in  line  with  the  national  agenda. 
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R2,  62  million  towards  Executive  Mayor’s 
Special  Interventions,  R2.4  million  towards 
Special  Projects  Desk,  R600  000  towards 
student  bursaries  in  line  with  the  commitment  to 
facilitate  access  to  higher  education  by  our  kids 
in  the  District  and  R6.5  m to  Sport,  Arts  and 
Culture  and  the  2010  FIFA  World  Cup. 

The  total  general  expenses  amount  of  R25  282 
040  represents  25  % of  the  total  operating 
expenditure  budget.  R4m  is  budgeted  for 
consultants,  R1.3  m for  external  audit  fees,  R3m 
for  the  name  change  process,  R1.9m  for 
Local/international  trips  to  attract  Investors. 


3 CAPITAL  BUDGET 

The  capital  budget  as  depicted  on  the  budget 
summary  schedule  has  been  aligned  with  both 
national,  provincial  and  local  priorities. 

Due  to  the  current  economic  conditions  were  th( 
private  sector  is  retrenching  employees  thereby 
putting  more  pressure  on  government  to 
invest  more  on  communities.  Social  and 
Community  service  has  been  allocated 
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(67.7%)  close  to  70  % of  the  capital  budget. 
The  allocation  will  also  advance  both 
National, Provincial  and  Local  guiding  priority 
principles  of  protecting  the  poor,  creating 
employment,  investing  in  infrastructure  and 
ensuring  fiscal  sustainability. 


The  total  general  capital  budget  amount  of  R1 1 
127  500  wich  makes  21 .63  % of  the  total  capital 
budget  of  R51  501  579.  R7.5m  is  for  the 
acquisition  of  the  fire  engines  in  the  Disaster 
Management  Service.  The  balance  of  R31 12 
500  accommodates  office  furniture  , computer 
equipment  and  vehicles  for  Environmental 
Health. 

The  Service  delivery  budget  requirements 
include  R34  874  079  for  the  Community  and 
Social  Services,  Roads  and  Transport  amount  of 
R3  3000  000,  Water  Management  amount  of 
R1850  000,  Waste  Water  Management  R 350 
000  and  Electricity  amount  of  R3  587  164.  The 
provision  of  service  delivery  to  small 
municipalities  that  do  not  have  the  revenue 
generating  ability  must  be  fully  supported. 
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We  can  even  suggest  more  bias  of  our  limited 
financial  resources  to  them. 

Speaker 

Let  me  conclude  by  stating  unequivocally  that 
the  spending  priorities  and  the  programmes  we 
envisage  in  this  Medium  Term  Revenue  and 
Expenditure  framework  of  Dr.  Kenneth  Kaunda 
District  Municipality  for  the  next  financial  year 
are  genuinely  informed  by  the  overriding 
objective  of  accelerating  economic  growth, 
improving  service  delivery,  infrastructure 
development  and  the  critical  task  of  reducing 
poverty  and  inequalities.  These  are  clearly 
aligned  to  the  five  key  national  priorities. 

It  is  my  firm  submission  that  this  municipal 
council  should  approve  the  MTREF  2009/10 
budget  without  reservations.  This  will  enable  us 
to  comply  with  the  provisions  of  Section  24  (2)  of 
the  Municipal  Finance  Management  Act  which 
prescribes  that  this  municipal  council  approves 
the  annual  budget  before  the  start  of  the  budget 
year. 
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In  concert  with  the  theme  of  today’s  state  of 
the  nation  address  - “Parliament 
entrenching  people-centred  democracy 
in  achieving  development  goals”,  I call 
on  all  Councillors,  Officials  and  our 
residents  to  join  us  in  partnerships  as  we 
turn  ours  into  a region  of  prosperity  for 
present  and  future  generations. 

I Thank  you!! 

Ke  a lebogal! 

Bale  dankie!! 
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ITEM  A.81/OS/2009 


APPROVAL  AND  ADOPTION  2009/2010  BUDGET  4/1/1 

PURPOSE 

The  2009/2010  budget  is  placed  before  the  municipal  council  for  approval  and  adoption. 

BACKGROUND 

1  That  the  Local  Government;  Municipal  Finance  Management  Act,  No  56  of  2003 

(MFMA)  has  Sections  which  reads  as  follows: 

“23  Consultations  on  tabled  budgets 

(1)  When  the  annual  budget  has  been  tabled,  the  municipal  council 
must  consider  any  views  of - 

(a)  the  local  community;  and 

(b)  the  National  Treasury,  the  relevant  provincial  treasury  and  any 
provincial  or  national  organs  of  state  or  municipalities  which 
made  submissions  on  the  budget. 

(2)  After  considering  all  budget  submission,  the  council  must  give 
the  mayor  an  opportunity- 

fa)  to  respond  to  the  submissions;  and 

(b)  if  necessary,  to  revise  the  budget  and  table  amendments  for 

consideration  by  the  council." 

“24  Approval  of  annual  budgets 

(1)  The  municipal  council  must  at  least  30  days  before  the  start  of  the 
budget  year  consider  approval  of  the  annual  budget. " 


2 That  the  draft  budget  by  the  Executive  Mayor  was  tabied  on  Monday,  31  March  2009  in 
terms  of  Item  A.  18/03/2009.  The  document  was  sent  to  the  relevant  stakeholders 
including  the  local  municipalities  within  the  Dr  Kenneth  Kaunda  District  Municipaiity’s  area 
of  jurisdiction. 

3 That  the  Budget  Steering  Committee  has  considered  the  changes  to  enhance  the 
credibility  of  the  budget. 

4 That  the  Budget  was  attached  as  a separate  document  for  consideration. 

REVISED/AMENDED  NON  ADMENDED 


That  the  foilowing  budget  related  policies  are  submitted  and  that  suggested  changes  as 
indicated  under  each  heading  be  approved: 

1 BUDGET  POLICY(Attached  in  separate  Budget  document) 

2 REVISED  ASSET  MANAGEMENT  POLICY  (Attached  in  separate  Budget 
document) 

The  estimated  asset  life  of  furniture  and  fittings  be  changed  from  7-10  years  to  3-7 


years  and  that  intangible  assets  be  included  in  the  list  with  an  estimated  life  of 
between  2-6  years. 

3 REVISED  CELL  PHONE  ALLOWANCES  (Attached  in  separate  Budget  document) 

All  3G  cards  on  contract  be  cancelled  as  and  when  the  contracts  expire  and  that  no 
new  contracts  on  3G  cards  be  entered  into. 

4 DEBT  MANAGEMENT  AND  CREDIT  CONTROL  POLICY  (Attached  in  separate 

Budget  document) 

That  the  policy  be  withdrawn  in  total  as  the  levy  income  of  Council  was  abolished  with 
effect  of  1 July  2006. 

5 SUBSISTENCE,  ACCOMMODATION  & TRAVELLING  ALLOWANCE 
POLICY 

6 OVERTIME  POLICY 

7 SUPPLY  CHAIN  MANAGEMENT  POLICY 

8 INVESTMENTS  POLICY 

9 TRANSFER  OF  ALLOCATIONS  REPORTING  POLICY 

10  PROVISION  FOR  BAD  DEBT  POLICY 
THEREFORE  RECOMMENDED 

1.  That  the  2009/2010  Medium  Term  Revenue  and  Expenditure  Framework,  i.e  including 
the  two  outer  indicative  years  (2010/201 1 and  201 1/2012)  be  approved  and  adopted. 

2.  That  the  Sources  of  Revenue  to  the  amount  of  R187  044  230  be  approved; 

3.  That  the  Operational  Expenditure  amount  of  R1 35  442  651  be  approved; 

4.  That  the  Capital  Expenditure  amount  of  R51  601  579  be  approved; 

5.  That  the  Executive  Mayor  be  authorized  to  finalize  the  R23  247  079  allocation  to  Local 
Municipalities; 

6.  That  the  Municipal  Manager  and  Section  57  Managers  submit  the  Service  Delivery 
and  Budget  Implementation  Plans  (SDBIP's)  to  the  Executive  Mayor  on  or  before 
30  June  2009;  and 

7.  That  the  Executive  Mayor  submit  the  SDBIP  to  the  Municipal  Council  during  July 
2009. 


8. 


That  Council  approves  the  new  and  revised  policies  attached. 


THEREFORE  RECOMMENDED 


1.  That  the  2009/2010  Medium  Term  Revenue  and  Expenditure  Framework,  i.e  including 
the  two  outer  indicative  years  (2010/201 1 and  201 1/2012)  be  approved  and  adopted. 

2.  That  the  Sources  of  Revenue  to  the  amount  of  R1 87  044  230  be  approved; 

3.  That  the  Operational  Expenditure  amount  of  R1 38  1 74  361  be  approved; 

4.  That  the  Capital  Expenditure  amount  of  R51  501  579  be  approved; 

5.  That  cognizance  be  taken  that  the  Executive  Mayor  allocated  the  R23  427  079  to  local 
municipalities  as  follows:  City  of  Matlosana  R5  million  Mayoral  Project  Environmental 
Youth  Programme,  City  of  TIokwe  R5  Million  Mayoral  Project  Environmental  Youth 
Programme,  Ventersdorp  Local  Municipality  R7  147  079  to  be  prioritized,  Maquassi  Hills 
Local  Municipality  R6  million  to  be  prioritized 

6.  That  the  Executive  Mayor  authorize  to  finalize  specific  projects  for  Ventersdorp  and 
Maquassi  Hills  R7  147  079  and  R6  million  respectively; 


7.  That  the  Municipal  Manager  and  Section  57  Managers  submit  the  Service  Delivery  and 
Budget  Implementation  Plans  (SDBIP's)  to  the  Executive  Mayor  on  or  before 

30  June  2009; 

8.  That  the  Executive  Mayor  submit  the  SDBIP  to  the  Municipal  Council  during  July  2009. 
That  Council  approves  the  new  and  revised  policies  attached. 


9. 


1 

DR  KENNETH  KAUNDA  DISTRICT  MUNICIPALITY 
EXECUTIVE  SUMMARY 

ECONOMIES  OF  SCALE 

Current  Economic  Conditions  ( Impact  on  the  Budget ) 

The  current  turbulent  economic  conditions  has  put  pressure  on  households,  businesses  and 
State  budgets  with  regard  to  the  relevant  stakeholders.  National  contraction  in  GDP  growth  has 
shown  slow  and  cautious  spending  with  regard  to  both  capital  and  operating  expenditures,  as 
less  is  achieved  with  more  scarce  resources  ( funding  the  budget ). 

Economy  and  Capital  Budget  ( Infrastructure  Development ) 

The  capital  budget  as  depicted  on  the  budget  summary  schedule  has  been  aligned  with  both 
national,  provincial  and  local  priorities. 

Due  to  the  current  economic  conditions  were  the  private  sector  is  retrenching  employees  thereby 
putting  more  pressure  on  government  to  invest  more  on  communities.  Social  and  Community 
Services  has  been  allocated  (41 .29%)  close  to  50  % of  the  capital  budget. 

The  allocation  will  also  advance  both  National.Provincial  and  Local  guiding  priority  principles  of 
protecting  the  poor,  creating  employment,  investing  in  infrastructure  and  ensuring  fiscal 
sustainability. 

Other  Infrastructure  development  line  items  have  been  funded  from  investments  made 
as  the  current  global  credit  crunch  has  hit  the  local  shores  thereby  limiting  the  potential  for  the 
municipality  to  borrow  more  funds  for  more  projects  as  interest  on  repayments  will  contribute 
a major  portion  due  to  high  interest  rates  thereby  highly  increasing  the  operating  budget 

Elconomy  and  Operating  Budget  ( Employee  related  costs) 

As  indicated  above  the  impact  of  current  economic  conditions  on  different  budgets ; uncertainity 
exists  as  to  the  the  budgeted  employee  related  costs,  taking  into  consideration  the  current 
industrial  actions  by  unions  and  employees  seeking  to  relieve  the  pressure  on  employers. 

The  current  employee  related  cost  allocation  is  based  on  a 12%  increase  assumption,  being 
30.47  % of  total  budget  allocation-an  acceptable  ratio  with  regard  to  the  national  regulations 
guideline. 

£k:onomy  and  Service  Delivery  Standards  ( Implementation  of  projects  ) 

The  municipality  with  its  limited  resources  ( funding  the  budget ) must  be  prepared  for  uncertanities 
due  to  current  economic  conditions. 

Service  Delivery  Standards  will  be  slightly  negatively  affected  by  the  cost  of  having  suffiecient 
resources  ( workers ) to  fullfil  its  areas  of  priority. 

Current  industrial  actions  pose  threat  both  to  service  delivery  and  the  budget. 

Consultative  Process  ( Budget  Public  participation  ) 

The  municipality  has  complied  with  Municipal  Systems  Act  and  MFMA  with  regard  to  publishing 
the  budget  to  relevant  stakeholders  ( Communinity,  Local  municipalities  within  the  District's  area 
of  jurisdiction,  both  national  and  Provincial  treasuries)  for  input  and  comments. 

All  comments  and  recommedations  to  be  taken  into  consideration  when  tabling  the  budget  for 
approval. 
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Dr  Kenneth  Kaunda  District  Municipality  S3 

MTREF  FRAMEWORK  I 

BUDGET 

20H/2012 

O 

o 

145,000,0001 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

q_ 

10* 

BUDGET 

2010/2011 

o 

o 

O 

o 

o 

g 

o 

o* 

o 

o 

o 

o 

o 

o 

o 
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o 

o 

o 

o 

o 

o 

o 

q 
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o 

o 
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o 

looo'ooo'ssi  1 

CURRENT  YEAR  2008/2009  I 

YEARLY 

FORECAST 

o 

o 

o 

o 

o 

o 

o 
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o 

o 

o 

ADJUSTED 
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138,000,0001 

APPROVED 
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O 

o 
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o 
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q 

00 
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o 

o 

o 

o 

o 

1 138,000,0001 

PRECIDING 
YEAR  07/08 

AUDITED 

ACTUAL 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

O 

SUPPORTING  TABLE  4 

INVESTMENTS  PARTICULARS  BY  TYPE 

(INVESTMENTS  TYPE  | 

ISccurities  - National  Government  | 

(Listed  Corporate  Bonds  | 

(Fixed  Deposits  - Banks  | 

(Deposits  - Public  Investments  Commisioner  | 

(Deposits  - Corporation  for  Public  Deposits  | 

(Bankers  Acceptance  Certificates  | 

(Negotiable  Certificate  of  Deposit  > Banks  | 

(Guaranteed  Endowment  Policies  | 

(Repurchase  Agreements  • Banks  | 

(Municipal  Bonds  | 

[TOTAL  INVESTMENTS  | 

Dr  Kenneth  Kaunda  District  Municipality 
SUPPORTING  TABLE  4a 
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MTREF  FRAMEWORK  | 

BUDGET 

2011/2012 

26,802,000 1 

1, 250,000 1 

I30,026,000| 

CO 

CO" 

00^ 

162,921,4931 

00 

C^ 

r** 

00^ 

o 
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o 

o' 
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CO 

00 

O 
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00“ 
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o 

0 

CO 

CN 

01 

N 
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co‘ 

CO 

1 1,000,000] 

] 8,125,000] 

1 10,858,3331 
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0 

1 166,667,250 

BUDGET 

2009/2010 

O' 

(N 

cC 

00 

(N 

v0‘ 

750,0001 

122,543,000| 

4,127,000] 

133,709,2921 
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cS 

o 

sD^ 

1 1,300,000] 

] 7,500,000] 

] 10,400,000] 

0 
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Ov 
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oT 
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CURRENT  YEAR  2008/2009  | 

YEARLY 

FORECAST 

14,578,000| 

looo'oos'i 
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o 

N 

O 

vO, 

00* 

O 

1,676,308] 

126,121,308] 

N 

CO** 

ON 

735,000] 

6,923,077] 

8,581,154] 

0 

0 

1 134,702,462 

ADJUSTED 
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14,578,000| 

O 
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o* 
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cs 

I08,667,000| 

1,816,000] 

126,261,0001 

]ooo‘ooo‘i 
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7,500,000] 
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AUDITED 

ACTUAL 
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|000'009 
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in 

1 1,000,000] 

0 

] 1,775,000] 

0 

0 

Oi 

10 

q 

oT 

CO 

q 

oT 

0 

iOVERNMENT  GRANTS  & SUBSIDIES 

.LLOCATIONS 

tATIONAL  GRANT  ALLOCATION 

Iquitable  Share 

inancial  Management  Grant 

ISC  Levy  Replacement  Grant 

lacklogs  in  WaterfisSannitation  @Clinics,Sch( 

•ub-Total  National  Grant  Allocation  I 

■ROVINCIAL  GRANT  ALLOCATION 

lisaster  Management  Grant 
lunicipal  systems  improvement  Grant 
ire  Support  Programme  Grant 

lub’Total  Provincial  Grant  Allocation  I 

lUNICIPAL  GRANT  ALLOCATION 

lub-Total  Municipal  Grant  Allocation 

•OTAL  GRANT  ALLOCATIONS 

Dr  Kenneth  Kaunda  District  Municipality  • 56 

MTRBF  FRAMEWORK  I 

BUDGET 

2011/2012 

O 

o 

O 

o 

O 

o 

BUDGET 

2010/2011 

o 

o 

o 

o 

o 

o 

BUDGET 

2009/2010 

S,000,000| 
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o\ 
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|ooo‘ooo‘s 
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DR  KENNETH  KAUNDA  DISTRICT  MUNICIPALITY 

BUDGET  ASSUMPTIONS 

1.  The  Upper  Limit  Remuneration,  Allowances  and  benefits  of  members  of  municipal  council 
for  2009/2010  budget  year  is  provided  on  inflation  related  rate  and  as  per  Remuneration  of 
Public  Office  Beares  Regulation,  Act  & Guidelines  as  published  by  the  Minister  of  Local 
Government  from  time  to  time. 

2.  The  Salaries,  Allowances  and  related  benefits  of  Personnel  for  2009/2010  budget  financial  year 
are  provided  at  12  % pending  the  final  outcome  of  salary  negotiations  between  employee  uninons 
and  South  African  Local  Government  Association.  Other  operating  expenditure  has  been 
provided  at  8%  increase  as  per  inflation  target  estimates  and  recent  stats  SA  information. 


3.  The  budget  related  policies  that  have  been  reviewed, revised/amended  are  included  as  part  of  the 
budget  document  and  those  that  have  been  only  reviewed  are  listed  for  considerstion. 

4.  All  revenue  from  grants  and  subsidies  has  been  budget  as  per  Division  of  Revenue  Act  Allocation 
including  estimates  for  the  two  outer  years.  Other  conditional  grants  as  per  allocation  schedule 
from  relevant  National/Provicial  transfering  officers. 

5.  The  current  budget  has  been  prepared  in  accordance  with  recent  circular  28  and  related 
regulations  as  we  are  moving  towards  another  reform  next  financial  year  as  per  Government 
Gazette  No.  31804. 


DR.  KENNETH  KAUNDA 

DISTRICT  MLINICIPALITV 
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DEFINITIONS 


"Accounting  Officer 

(a)  means  the  City  Manager; 

"Allocation",  means- 

(a)  a municipality's  share  of  the  local  government's  equitable  share  referred  to  in 
section  214(i)  (a)  of  the  Constitution; 

(b)  an  allocation  of  money  to  a municipality  in  terms  of  section  214(1 ) (c)  of  the 
Constitution; 

(c)  an  ailocation  of  money  to  a municipality  in  terms  of  a provincial  budget;  or 

(d)  any  other  allocation  of  money  to  a municipaiity  by  an  organ  of  state,  including  by 
another  municipality,  otherwise  than  in  compiiance  with  a commercial  or  other 
business  transaction; 

"Annual  Division  of  Revenue  Act"  means  the  Act  of  Parliament,  which  must  be 
enacted  annually  in  terms  of  section  214  (1)  of  the  Constitution; 

"Approved budget,”  means  an  annual  budget- 

fa)  approved  by  a municipal  council,  or 

(b)  includes  such  an  annual  budget  as  revised  by  an  adjustments  budget  in 
terms  of  section  28  of  the  MFMA; 

“Basic  Municipal  Service"  means  a municipal  service  that  is  necessary  to  ensure 
an  acceptable  and  reasonable  quality  of  life  and  which,  if  not  provided,  would 
endanger  public  health  or  safety  or  the  environment; 

"Budget-retoerf  Policy"  means  a policy  of  a municipality  affecting  or  affected  by 
the  annual  budget  of  the  municipality,  including- 

(a)  the  tariffs  policy,  which  the  municipality  must  adopt  in  terms  of  section  74 
of  the  Municipal  Systems  Act; 

(b)  the  rates  policy  which  the  municipality  must  adopt  in  terms  of  legislation 
regulating  municipai  property  rates;  or 

(c)  the  credit  control  and  debt  collection  policy,  which  the  municipality  must 
adopt  in  terms  of  section  96  of  the  Municipal  Systems  Act; 

"Budget  transfer"  means  transfer  of  funding  within  a function  / vote. 


"Budget  Year"  means  the  financial  year  of  the  municipality  for  which  an  annuai 
budget  is  to  be  approved  in  terms  of  section  16(1 ) of  the  MFMA; 

“chief  financial  officer”  means  a person  designated  in  terms  of  section  80(2) 

(a)  of  the  MFMA; 

“councillor”  means  a member  of  a municipal  council; 

"creditor",  means  a person  to  whom  money  is  owed  by  the  municipality; 

"current  year"  means  the  financial  year,  which  has  already  commenced,  but  not 
yet  ended; 

"delegation",  in  relation  to  a duty,  includes  an  instruction  or  request  to  perform 
or  to  assist  in  performing  the  duty; 

"financial  recovery  plan"  means  a plan  prepared  in  terms  of  section  141  of  the 
MFMA 

"financial  statements",  means  statements  consisting  of  at  least- 

(a)  a statement  of  financial  position; 

(b)  a statement  of  financial  performance; 

(c)  a cash-flow  statement; 

(d)  any  other  statements  that  may  be  prescribed;  and 

(e)  any  notes  to  these  statements; 

"financial  year"  means  a twelve  months  period  commencing  on  1 July  and 
ending  on  30  June  each  year 

"financing  agreement"  includes  any  loan  agreement,  lease,  and  installment 
purchase  contract  or  hire  purchase  arrangement  under  which  a municipality 
undertakes  to  repay  a long-term  debt  over  a period  of  time; 

"fruitless  and  wasteful  expenditure"  means  expenditure  that  was  made  in  vain 
and  would  have  been  avoided  had  reasonable  care  been  exercised; 

"irregular  expenditure",  means- 

(a)  expenditure  incurred  by  a municipality  or  municipal  entity  in  contravention 
of,  or  that  is  not  in  accordance  with,  a requirement  of  the  MFMA  Act,  and 
which  has  not  been  condoned  in  terms  of  section  170  of  the  MFMA; 


(b)  expenditure  incurred  by  a municipality  or  municipal  entity  in  contravention 
of,  or  that  is  not  in  accordance  with,  a requirement  of  the  Municipal 
Systems  Act,  and  which  has  not  been  condoned  in  terms  of  that  Act; 
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"municipality"- 

(a)  when  referred  to  as  a corporate  body,  means  a municipality  as  described 
in  section  2 of  the  Municipal  Systems  Act;  or 

(b)  when  referred  to  as  a geographic  area,  means  a municipal  area 
determined  in  terms  of  the  Local  Government:  Municipal  Demarcation  Act, 
1998  (Act  No.  27  of  1998); 

"accounting  officer"  means  a person  appointed  in  terms  of  section  82(1)  (a)  or 
(b)  of  the  Municipal  Structures  Act; 

"municipal  service"  has  the  meaning  assigned  to  it  in  section  1 of  the  Municipal 
Systems  Act  (refer  to  the  MSA  for  definition); 

"municipal  tariff”  means  a tariff  for  services  which  a municipality  may  set  for  the 
provision  of  a service  to  the  local  community,  and  includes  a surcharge  on  such 
tariff: 

"municipal  tax"  means  property  rates  or  other  taxes,  levies  or  duties  that  a 
municipality  may  impose; 

"National  Treasury"  means  the  National  Treasury  established  by  section  5 of 
the  Public  Finance  Management  Act; 

"official",  means- 

(a)  an  employee  of  a municipality  or  municipal  entity; 

(b)  a person  seconded  to  a municipality  or  municipal  entity  to  work  as  a 
member  of  the  staff  of  the  municipality  or  municipal  entity;  or 

(c)  a person  contracted  by  a municipality  or  municipal  entity  to  work  as  a 
member  of  the  staff  of  the  municipality  or  municipal  entity  othenrvise  than 
as  an  employee; 

"overspending”- 

(a)  means  causing  the  operational  or  capital  expenditure  incurred  by  the 
municipality  during  a financial  year  to  exceed  the  total  amount 
appropriated  in  that  year’s  budget  for  its  operational  or  capital  expenditure, 
as  the  case  may  be; 

(b)  in  relation  to  a vote,  means  causing  expenditure  under  the  vote  to  exceed 
the  amount  appropriated  for  that  vote;  or 

(c)  in  relation  to  expenditure  under  section  26  of  the  MFMA,  means  causing 
expenditure  under  that  section  to  exceed  the  limits  allowed  in  subsection 
(5)  of  this  section: 


"past  financial  year"  means  the  financial  year  preceding  the  current  yean 
"quarter"  means  any  of  the  following  periods  in  a financial  yean 

(a)  1 July  to  30  Septemben 

(b)  1 October  to  31  Decemben 

(c)  1 January  to  31  March;  or 

(d)  1 April  to  30  June; 

"service  delivery  and  budget  implementation  plan"  means  a detailed  plan 
approved  by  the  executive  mayor  of  a municipality  in  terms  of  section  53(l)(cXii) 
of  the  MFMA  for  implementing  the  municipality's  delivery  of  municipal  services 
and  its  annual  budget,  and  which  must  indicate- 

(a)  projections  for  each  month  of- 

(i)  revenue  to  be  collected,  by  source;  and 

(ii)  operational  and  capital  expenditure,  by  vote; 

(b)  service  deiivery  targets  and  performance  indicators  for  each  quarter;  and 

(c)  any  other  matters  that  may  be  prescribed,  and  includes  any  revisions  of 
such  plan  by  the  executive  mayor  in  terms  of  section  54(1)  (c)  of  the 
MFMA; 

"short-term  debt"  means  debt  repayabie  over  a period  not  exceeding  one  year, 

"standards  of  generally  recognised  accounting  practice,"  means  an 
accounting  practice  complying  with  standards  appiicable  to  municipalities  or 
municipal  entities  as  determined  by  the  Accounting  Standards  Board 

"unauthorised  expenditure",  means  any  expenditure  incurred  by  a municipality 
otherwise  than  in  accordance  with  section  15  or  11(3)  of  the  MFMA,  and 
includes- 

(a)  overspending  of  the  total  amount  appropriated  in  the  municipality’s 
approved  budget; 

(b)  overspending  of  the  total  amount  appropriated  for  a vote  in  the  approved 
budget; 

(c)  expenditure  from  a vote  unrelated  to  the  department  or  functional  area 
covered  by  the  vote; 

(d)  expenditure  of  money  appropriated  for  a specific  purpose,  otherwise  than 
for  that  specific  purpose; 

(e)  spending  of  an  allocation  referred  to  in  paragraph  (b),  (c)  or  (d)  of  the 
definition  of  "allocation"  othenvise  than  in  accoitiance  with  any  conditions 
of  the  allocation;  or 


(f)  a grant  by  the  municipality  otherwise  than  in  accordance  with  the  MFMA; 

"virement"  means  transfer  of  funds  between  functions  / votes 

"vote"  means- 

(a)  one  of  the  main  segments  into  which  a budget  of  a municipality  is  divided 
for  the  appropriation  of  money  for  the  different  departments  or  functional 
areas  of  the  municipality:  and 

(b)  which  specifies  the  total  amount  that  is  appropriated  for  the  purposes  of 
the  department  or  functional  area  concerned. 


1. 


INTRODUCTION 


In  terms  of  the  Municipal  Finance  Management  Act,  No.  56  of  2003,  Chapter  4 
on  Municipal  Budgets,  Subsection  (16),  states  that  the  council  of  a municipality 
must  for  each  financial  year  approve  an  annual  budget  for  the  municipality  before 
the  commencement  of  that  financial  year.  According  to  subsection  (2)  of  the  Act 
concerned,  in  order  to  comply  with  subsection  (1 ),  the  executive  mayor  of  the 
municipality  must  table  the  annual  budget  at  a council  meeting  at  least  90  days 
before  the  start  of  the  budget  year.  This  policy  must  be  read,  analyzed, 
explained,  interpreted,  implemented  and  understood  against  this  legislative 
background.  The  budget  plays  a critical  role  in  an  attempt  to  realize  diverse 
community  needs.  Central  to  this,  the  formulation  of  a municipality  budget  must 
take  into  account  the  government’s  macro-economic  and  fiscal  policy 
fundamentals.  In  brief,  the  conceptualization  and  the  operationalisation  of  the 
budget  must  be  located  within  the  national  government's  policy  framework. 

2.  OBJECTIVE 

The  objective  of  the  budget  policy  is  to  set  out: 

• The  principles  which  the  municipality  will  follow  in  preparing  each  medium 
term  revenue  and  expenditure  framework  budget, 

• The  responsibilities  of  the  executive  mayor,  the  accounting  officer,  the 
chief  financial  officer  and  other  senior  managers  in  compiling  the  budget 

• To  establish  and  maintain  procedures  to  ensure  adherence  to  DR  Kenneth 
Kaunda  District  Municipality's  IDP  review  and  budget  processes. 

3.  BUDGETING  PRINCIPLES 

• The  municipality  shall  not  budget  for  a deficit  and  should  also  ensure  that 
revenue  projections  in  the  budget  are  realistic  taking  into  account  actual 
collection  levels. 

• Expenses  may  only  be  incurred  in  terms  of  the  approved  annual  budget 
(or  adjustments  budget)  and  within  the  limits  of  the  amounts  appropriated 
for  each  vote  in  the  approved  budget. 

• DR  Kenneth  Kaunda  District  Municipality  shall  prepare  three-year  budget 
(medium  term  revenue  and  expenditure  framework  (MTREF))  and  that  be 
reviewed  annually  and  approved  by  Council. 

• The  MTREF  budget  must  at  all  times  be  within  the  framework  of  the 
Municipal  Integrated  Development  Plan. 


4. 


BUDGET  PREPARATION  PROCESS 


4.1.  Formulation  of  the  budget 

(a)  The  Accounting  Officer  with  the  assistance  of  the  IDP  manager  shall 
draft  the  IDP  process  plan  as  well  as  the  budget  timetable  for  the 
municipality  including  municipai  entities  for  the  ensuing  financial  year. 

(b)  The  executive  mayor  shall  table  the  IDP  process  plan  as  well  as  the 
budget  timetable  to  Council  by  31  August  each  year  for  approval  (10 
months  before  the  start  of  the  next  budget  year). 

(c)  IDP  process  plan  as  well  as  the  budget  timetable  shall  indicate  the  key 
deadlines  for  the  review  of  the  IDP  as  well  as  the  preparation  of  the 
medium  term  revenue  and  expenditure  framework  budget  and  the  revision 
of  the  annuai  budget.  Such  target  dates  shall  follow  the  prescriptions  of 
the  Municipal  Finance  Management  Act  as  well  as  the  guidelines  set  by 
National  Treasury. 

(d)  The  Executive  mayor  shall  convene  a strategic  workshop  in 
September/October  with  the  mayoral  committee  and  senior  managers  in 
order  to  determine  the  IDP  priorities  which  will  form  the  basis  for  the 
preparation  of  the  MTREF  budget  taking  into  account  the  financial  and 
political  pressures  facing  the  municipality.  The  executive  mayor  shall  table 
the  IDP  priorities  with  the  draft  budget  to  Council. 

(e)  The  Executive  Mayor  shall  table  the  draft  IDP  and  MTREF  budget  to 
council  by  31  March  (90  days  before  the  start  of  the  new  budget  year) 
together  with  the  draft  resolutions  and  budget  related  policies  (policies  on 
tariff  setting,  credit  control,  debt  collection,  indigents,  investment  and  cash 
management,  borrowings,  etc). 

(0  The  Chief  Financial  Officer  and  senior  managers  undertake  the  technical 
preparation  of  the  budget. 

(g)  The  budget  must  be  in  the  prescribed  format,  and  must  be  divided  into 
capital  and  operating  budget. 

(h)  The  budget  must  reflect  the  realistically  expected  revenues  by  major 
source  for  the  budget  year  concerned. 

(i)  The  expenses  reflected  in  the  budget  must  be  divided  into  items. 

0)  The  budget  must  also  contain  the  information  related  to  the  two  financial 
years  following  the  financial  year  to  which  the  budget  relates,  as  well  as 
the  actual  revenues  and  expenses  for  the  prior  year,  and  the  estimated 
revenues  and  expenses  for  the  current  year. 

4.2.  Public  participation  process 

Immediately  after  the  draft  annual  budget  has  been  tabled,  the  municipality  must 

convene  hearings  on  the  draft  budget  and  visit  representative  local  councils  to 

establish  their  needs  for  inclusion  in  the  final  budget  document. 


4.3.  Approval  of  the  budget 

(a)  Council  shall  consider  the  next  medium  term  expenditure  framework  budget 
for  approval  not  later  than  31  May  or  at  a council  meeting  as  near  as  the 
mentioned  date  as  possible(30  days  before  the  start  of  the  budget  year). 

(b)  The  council  resolution,  must  contain  budget  policies  and  performance 
measures  to  be  adopted. 

(c)  Should  the  municipality  fail  to  approve  the  budget  before  the  start  of  the 
budget  year,  the  executive  mayor  must  inform  the  MEC  for  Finance  that  the 
budget  has  not  been  approved. 

(d)  The  budget  tabled  to  Council  for  approval  shall  Include  the  following  supporting 

documents: 

i.  draft  resolutions  approving  the  budget. 

ii.  measurable  performance  objectives  for  each  budget  vote,  taking  into 
account  the  municipality’s  IDP; 

iii  the  projected  cash  flows  for  the  financial  year  by  revenue  sources  and 

expenditure  votes; 

iv  any  proposed  amendments  to  the  budget-related  policies; 

V.  the  cost  to  the  municipality  of  the  salaries,  allowances  and  other  benefits 
of  its  political  office  bearers  and  other  councillors,  the  accounting  officer, 
the  chief  financial  officer,  and  other  senior  managers; 

vi.  particulars  of  any  proposed  allocations  or  grants  to  other  municipalities, 
municipal  entities,  external  mechanisms  assisting  the  municipality  in 
service  delivery,  other  organs  of  state,  and  organisations  such  as  Non- 
Governmental  Organisations,  welfare  institutions  and  so  on; 

vii  particulars  of  the  municipality’s  investments;  and 

4.4.  Publication  of  the  budget 

(a)  Within  30  days  after  the  draft  annual  budget  has  been  tabled,  the  Director 
Corporate  Services  must  post  the  budget  and  other  budget-related 
documentation  onto  the  municipal  website  so  that  it  is  accessible  to  the 
public  as  well  as  send  hard  copies  to  National  and  Provincial  Treasury. 

(b)  The  Chief  Financial  Officer  must  within  14  days  submit  the  approved 
budget  in  both  printed  and  electronic  formats  to  the  National  Treasury  and 
the  Provincial  Treasury. 

4.5.  Service  Delivery  and  Budget  Implementation  Plan  (SDBIP) 


(a)  The  Executive  mayor  must  approve  the  Service  Delivery  and  Budget 
Implementation  Plan  not  later  than  28  days  after  the  approval  of  the  Budget 
by  Council. 

(b)  The  SDBIP  shall  include  the  following  components: 

i.  Monthly  projections  of  revenue  to  be  collected  for  each  source 

il.  Monthly  projections  of  expenditure  (operating  and  capital)  and 

revenue  for  each  vote 

iii.  Quarterly  projections  of  service  delivery  targets  and  performance 
indicators  for  each  vote 

iv.  Ward  information  for  expenditure  and  service  delivery 

V.  Detailed  capital  works  plan  broken  down  by  ward  over  three  years 

CAPITAL  BUDGET 

(a)  Expenditure  of  a project  shall  be  included  in  the  capital  budget  if  it  meets 
the  asset  definition  i.e.  if  it  results  in  an  asset  being  acquired  or  created 
and  and  has  a useful  life  in  excess  of  one  year 

(b)  A municipality  may  spend  money  on  a capital  project  only  if  the  money  for 
the  project  has  been  appropriated  in  the  capital  budget. 

(c)  The  envisaged  sources  of  funding  for  the  capital  budget  must  be  property 
considered  and  the  Council  must  be  satisfied  that  this  funding  is  available 
and  has  not  been  committed  for  other  purposes. 

(d)  Before  approving  a capital  project,  the  Council  must  consider 

I . the  projected  cost  of  the  project  over  all  the  ensuing  financial 
years  until  the  project  becomes  operational, 

ii.  future  operational  costs  and  any  revenues,  which  may  arise  in 
respect  of  such  project,  including  the  likely  future  impact  on 
operating  budget  (i.e.  on  property  rates  and  service  tariffs). 

(e)  Before  approving  the  capital  budget,  the  council  shall  consider 

i.  the  impact  on  the  present  and  future  operating  budgets  of  the 
municipality  in  relation  to  finance  charges  to  be  incurred  on  external 
loans, 

ii.  depreciation  of  fixed  assets, 

iii.  maintenance  of  fixed  assets,  and 

iv.  any  other  ordinary  operational  expenses  associated  with  any  item 
on  such  capital  budget. 


(f)  Council  shall  approve  the  annual  or  adjustment  capital  budget  only  if  it 
has  been  properly  balanced  and  fully  funded. 

(g)  The  capital  expenditure  shall  be  funded  from  the  following  sources: 
Revenue  or  Surplus 

• If  any  project  is  to  be  financed  from  revenue  this  financing  must  be  included 
in  the  cash  budget  to  raise  sufficient  cash  for  the  expenditure. 

• If  the  project  is  to  be  financed  from  surplus  there  must  be  sufficient  cash 
available  at  time  of  execution  of  the  project. 

External  loans 

• External  loans  can  be  raised  only  if  it  is  linked  to  the  financing  of  an  asset; 

• A capital  project  to  be  financed  from  an  external  loan  can  only  be  included 
in  the  budget  if  the  loan  has  been  secured  or  if  can  be  reasonably  assumed 
as  being  secured; 

• The  loan  redemption  period  should  not  exceed  the  estimated  life 
expectancy  of  the  asset.  If  this  happens  the  interest  payable  on  the  excess 
redemption  period  shall  be  declared  as  fruitless  expenditure; 

• Interest  payable  on  external  loans  shall  be  included  as  a cost  in  the  revenue 
budget; 

• Finance  charges  relating  to  such  loans  shall  be  charged  to  or  apportioned 
only  between  the  departments  or  votes  to  which  the  projects  relate. 

Capital  Replacement  Reserve  (CRR) 

• Council  shall  establish  a CRR  for  the  purpose  of  financing  capital  projects 
and  the  acquisition  of  assets.  Such  reserve  shall  be  established  from  the 
following  sources  of  revenue: 

o unappropriated  cash-backed  surpluses  to  the  extent  that  such 
surpluses  are  not  required  for  operational  purposes; 
o additional  amounts  appropriated  as  contributions  in  each  annual  or 
adjustments  budget;  and 

• Sale  of  land  and  profit  or  loss  on  the  sale  of  assets. 

• Before  any  asset  can  be  financed  from  the  CRR  the  financing  must  be 
available  within  the  reserve  and  available  as  cash  as  this  fund  must  be 
cash  backed; 

• If  there  is  insufficient  cash  available  to  fund  the  CRR  this  reserve  fund  must 


then  be  adjusted  to  equal  the  available  cash; 

• Transfers  to  the  CRR  must  be  budgeted  for  in  the  cash  budget; 

Grant  Funding 

• Non  capital  expenditure  funded  from  grants 

^ must  be  budgeted  for  as  part  of  the  revenue  budget; 

^ Expenditure  must  be  reimbursed  from  the  funding  creditor  and 
transferred  to  the  operating  and  must  be  budgeted  for  as  such. 

• Capital  expenditure  must  be  budgeted  for  in  the  capital  budget; 

• Interest  earned  on  investments  of  Conditional  Grant  Funding  shall  be 
capitalized  if  the  conditions  state  that  interest  should  accumulate  in  the  fund. 

If  there  is  no  condition  stated  the  interest  can  then  be  allocated  directly  to 
the  revenue  accounts. 

• Grant  funding  does  not  need  to  be  cash  backed  but  cash  shouid  be  secured 
before  spending  can  take  place. 

6.  OPERATING  BUDGET 

(a)  The  municipality  shall  budget  in  each  annual  and  adjustments  budget  for 
the  contribution  to: 


I.  provision  for  accrued  leave  entitlements  equal  to  1 00%  of  the  accrued 
leave 

li.  provision  for  bad  debts 

iil.  Depreciation  charges  shall  be  charged  to  or  apportioned  only  between 
the  departments  or  votes  to  \which  the  projects  relate. 

(b)  The  operating  budget  shail  reflect  the  impact  of  the  capital  component  on: 

• depreciation  charges 

• repairs  and  maintenance  expenses 

• interest  payable  on  external  borrowings 

• other  operating  expenses. 


7.  FUNDING  OF  CAPITAL  AND  OPERATING  BUDGET 

(a)  The  budget  may  be  financed  only  from: 

i.  realistically  expected  revenues,  based  on  current  and  previous 
collection  levels  and  grant  allocations: 


ii.  cash-backed  funds  available  from  previous  surpluses  where  such 
funds  are  not  required  for  other  purposes;  and 

iii.  borrowed  funds  in  respect  of  the  capital  budget  only. 

8.  UNSPENT  FUNDS /ROLL  OVER  OF  BUDGET 

(a)  The  appropriation  of  funds  in  an  annual  or  adjustments  budget  will  lapse 
to  the  extent  that  they  are  unspent  by  the  end  of  the  relevant  budget  year, 
but  except  for  funds  relating  to  capital  expenditure. 

(b)  Only  unspent  grants  or  loan  funded  capital  budget  may  be  rolled  over  to 
the  next  budget  year 

(c)  Conditions  of  the  grant  fund  shall  be  taken  into  account  in  applying  for 
such  rollover  of  funds 

(d)  Adjustments  to  the  rolled  over  budget  shall  be  done  during  the  1st  budget 
adjustment  in  the  new  financial  year  after  taking  into  account  expenditure 
up  to  the  end  of  the  previous  financial  year. 

(e)  No  funding  for  projects  funded  from  the  Capital  Replacement  Reserve 
shall  be  rolled  over  to  the  next  budget  year  except  in  cases  where  a 
commitment  has  been  made  in  that  particular  financial  year. 

(f)  No  unspent  operating  budget  shall  be  rolled  over  to  the  next  budget  year 

9.  BUDGET  TRANSFERS  AND  VIREMENTS 

(a)  Budget  transfers  within  the  same  department  shall  be  recommended  by 
the  Departmental  head  and  approved  by  the  Municipal  Manager  and 
adjust  In  the  Budget  and  Treasury  Office.. 

(b)  No  budget  transfers  or  virement  shall  be  made  to  or  from  salaries  except 
with  the  prior  approval  of  the  Chief  Financial  Officer  in  consultation  with 
the  Manager  Human  Resources. 

(c)  No  budget  transfers  or  virement  shall  be  made  to  or  from  salaries  except 
with  the  prior  approval  of  the  Chief  Financial  Officer  in  consultation  with 
the  Manager  Human  Recources. 

(d)  In  cases  of  emergency  situations  virements  shall  be  submitted  by  the 
accounting  officer  to  the  Executive  mayor  for  authorization  and  be 
reported  by  the  Executive  mayor  to  Council  at  its  next  meeting. 

(e)  The  budget  for  personnel  expenditure  may  not  be  increased  without  prior 
approval  of  the  Chief  Financial  Officer. 

(f)  Savings  on  allocations  earmarked  for  specific  operating  and  capital 
projects  may  not  be  used  for  other  purposes  except  with  the  approval  of 
the  Municipal  Manager. 

(g)  Directors  may  utilize  a saving  in  the  amount  appropriated  under  a main 
expenditure  category  (e.g.  Salaries,  General  Expenses,  Repairs  & 
Maintenance,  etc.)  within  a vote  which  is  under  their  control  towards  the 
defrayment  of  excess  expenditure  under  another  main  expenditure 
category  within  the  same  vote,  with  the  approval  of  the  Chief  Financial 


Officer  or  such  senior  delegated  official  in  the  Budget  & Treasury 
Department. 

(h)  Savings  in  an  amount  appropriated  for  capital  expenditure  may  not  be 
used  to  defray  operational  expenditure. 

(i)  Virements  between  votes  shall  be  included  in  the  adjustment  budget. 

ADJUSTMENT  BUDGET 

Each  adjustments  budget  shall  reflect  realistic  excess,  however  nominal,  of 
current  revenues  over  expenses. 

(a)  The  chief  financial  officer  shall  ensure  that  the  adjustments  budgets 
comply  with  the  requirements  of  the  National  Treasury  reflect  the  budget 
priorities  determined  by  the  executive  mayor,  are  aligned  with  the  IDP, 
and  comply  with  all  budget-related  policies,  and  shall  make 
recommendations  to  the  executive  mayor  on  the  revision  of  the  IDP  and 
the  budget-related  policies  where  these  are  indicated. 

(b)  Council  may  revise  its  annual  budget  by  means  of  an  adjustments  budget 
at  most  three  times  a year  or  as  regulated. 

(c)  The  Accounting  Officer  must  promptly  adjust  its  budgeted  revenues  and 
expenses  if  a material  under-collection  of  revenues  arises  or  is  apparent. 

(d)  The  Accounting  Officer  shall  appropriate  additional  revenues,  which  have 
become  available  but  only  to  revise  or  accelerate  spending  programmes 
already  budgeted  for  or  any  areas  of  critical  importance  identified  by 
Council  in  compliance  with  Item  2 of  Section  10. 

(e)  The  Council  shall  in  such  adjustments  budget,  and  within  the  prescribed 
framework,  confirm  unforeseen  and  unavoidable  expenses  on  the 
recommendation  of  the  Executive  Mayor. 

(f)  Only  the  Executive  mayor  shall  table  an  adjustments  budget.  Adjustments 
budget  shall  be  done  at  most  three  times  a year  after  the  end  of  each 
quarter  and  be  submitted  to  Council  in  the  following  months: 

i.  In  October  - to  adjust  funding  rolled  over  from  the  previous 
financial  year  as  well  as  to  include  additional  funding  that  has 
become  available  from  external  sources, 

ii.  February  - to  take  into  account  recommendations  from  the  mid- 
year budget  and  performance  report  tabled  to  Council  in  January 
that  affect  the  annual  budget 

iii.  May  - final  budget  adjustment  to  adjust  current  year's  budget  in 
cases  where  there  is  a indication  that  there  will  be  rolling  over  of 
funding  to  the  next  financial  year 

(h)  An  adjustments  budget  must  contain  ail  of  the  following: 

i.  an  explanation  of  how  the  adjustments  affect  the  approved  annual 
budget; 

ii.  appropriate  motivations  for  material  adjustments;  and 


11. 

11.1 


11.2 

11.2.1 


(i) 


a) 

ki) 


V. 


Ill-  an  explanation  of  the  impact  of  any  increased  spending  on  the 

current  and  future  annual  budgets  on  me 

Any  unappropriated  surplus  from  previous  financial  years  even  if  fullv 
cashbacked.  shall  not  be  used  to  balance  any  adjusSs  budge? 

municipality's  capita/repSSment  rSrJe 

In  re?arTto  unfo^r®®®  authorised  in  an  adjustments  budget  ‘ 
regard  to  unforeseen  and  unavoidable  expenditure,  the  following  apply: 

''  authorise  such  expenses  in  an 

emergency  or  other  exceptional  circumstances- 

' nsTcJS “eeTnr* 


BUDGET  IMPLEMENTATION 
Monitoring 


(a) 


b) 


c) 


- funds  are  spent  in  accordance  with  the  budget- 

SHESSraSirS" 

iE~==Sr»SSir 


Reporting 


Quarterly  budget  statements 


a) 


The  accounting  officer  with  the  assistance  of  the  chief  financial 

qS;™ulifm  i®  ^ after  tllfeSSofTaoh 

Treasure  ret^or?  in  m National 

reasury  a report  in  the  prescnbed  format  on  the  state  of  the 


municipality’s  budget  for  such  calendar  month,  as  well  as  on  the 
state  of  the  budget  cumulatively  for  the  financial  year  to  date. 


This  report  must  reflect  the  following: 

i)  actual  revenues  per  source,  compared  with  budgeted  revenues; 

ii)  actual  expenses  per  vote,  compared  with  budgeted  expenses; 

ill)  actual  capital  expenditure  per  vote,  compared  with  budgeted 

expenses; 

iv)  actual  borrowings,  compared  with  the  borrowings  envisaged  to 
fund  the  capital  budget; 

v)  the  amount  of  allocations  received,  compared  with  the  budgeted 
amount; 

vi)  actual  expenses  against  allocations,  but  excluding  expenses  in 
respect  of  the  equitable  share; 

vii)  explanations  of  any  material  variances  between  the  actual 
revenues  and  expenses  as  indicated  above  and  the  projected 
revenues  by  source  and  expenses  by  vote  as  set  out  in  the  service 
delivery  and  budget  implementation  plan; 

viii)  the  remedial  or  corrective  steps  to  be  taken  to  ensure  that  the 
relevant  projections  remain  within  the  approved  or  revised  budget; 
and 

ix)  projections  of  the  revenues  and  expenses  for  the  remainder  of  the 
financial  year,  together  with  an  indication  of  how  and  where  the 
original  projections  have  been  revised. 

b)  The  report  to  the  National  Treasury  must  be  both  in  electronic 
format  and  in  a signed  written  document. 


1 1 .2.2  Mid-year  budget  and  performance  assessment 

a)  The  Accounting  officer  must  assess  the  budgetary  performance  of 
the  municipality  for  the  first  half  of  the  financial  year,  taking  into 
account  all  the  monthly  budget  reports  for  the  first  six  months,  the 
service  delivery  performance  of  the  municipality  as  against  the 
service  delivery  targets  and  performance  indicators  which  were  set 
in  the  service  delivery  and  budget  implementation  plan. 

b)  The  Accounting  officer  must  then  submit  a report  on  such 
assessment  to  the  Executive  mayor  by  25  January  each  year  and 
to  Council,  Provincial  Treasury  and  National  Treasury  by  31 
January  each  year. 

c)  The  Accounting  officer  may  in  such  report  make  recommendations 
after  considering  the  recommendation  of  the  Chief  Financial  Officer 
for  adjusting  the  annual  budget  and  for  revising  the  projections  of 


revenues  and  expenses  set  out  in  the  service  delivery  and  budget 
implementation  plan. 

CONCLUSION 

The  Director  Corporate  Services  must  place  on  the  municipality’s  official  website 
the  following: 

• the  annual  and  adjustments  budgets  and  all  budget-related  documents; 

• all  budget-related  policies; 

• the  integrated  development  plan 

• the  annual  report; 

• all  performance  agreements; 

• all  service  delivery  agreements; 

• all  long-term  borrowing  contracts; 

• all  quarterly  and  mid-year  reports  submitted  the  Council  on  the 
implementation  of  the  budget  and  the  financial  state  of  affairs  of  the 
municipality. 
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ITEM  A.96/07/2006  fFINANCE.19/07/2006> 

ASSET  MANAGEMENT  POLICY 


4/1/1 


NOTING  THAT 


The  revised  and  reviewed  Asset  Management  Policy  is  placed  before  Council  for 

consideration  and  approval. 

HAVING  TAKEN  INTO  CONSIDERATION 

At  the  meeting  of  Council  held  on  7 December  2004,  it  was  resolved  in  ITEM 

B.150/1 1/2004  as  follows; 

DISPOSAL  OF  ASSETS 

6.7.1  A Munidpality  may  not  transfer  ownership  as  a result  of  a sale  or  other 
transaction  or  otherwise  permanently  dispose  of  a Capital  Asset  needed  to 
provide  the  minimum  level  of  basic  Municipal  Services; 

6.7.2  A Municipality  may  transfer  ownership  . or  othenvise  dispose  of  a Capital 
Asset  other  than  one  contemplated  in  Subsection  6.7.1,  but  only  after  the 
Munidpal  Council,  in  a meeting  open  to  the  public;- 

p)  has  decided  on  reasonable  grounds  that  the  asset  is  not  needed  to 
provide  the  minimum  level  of  basic  Munidpal  Sen/ices,  and 

(ii)  has  considered  the  fair  market  value  of  be  received  in  exchange  for 
the  asset; 

6.7.3  A decision  by  a Munidpal  Council  that  a specific  Capital  Asset  is  not 
needed  to  provide  the  minimum  level  of  basic  Municipal  Services,  may  not 
be  reversed  by  the  Munidpality  after  that  asset  has  been  sold,  transferred 
or  otherwise  disposed  of; 

6.7.4  A Municipal  Council  may  delegate  to  the  Accounting  Officer  of  the 
Munidpality  its  power  to  make  the  determination  referred  to  in  Subsection 
6.7.2  (i)  and  (ii)  in  respect  of  movable  Capital  Assets  below  or  value 
determined  by  the  Coundl; 

6.7.5  Any  transfer  of  ownership  of  a Capital  Asset  in  terms  of  Sub-section  6.7.1 
or  6.7.4  must  be  eouitable.  transparent,  competitive  and  consistent  with 
the  Supply  Chain  Management  Policy  (SCMP)  which  the  Munidpality  must 
have  and  maintain  in  terms  of  Municipal  Finance  Management  Act, 
(MFMA),  Section  111;  and 

6.7.6  This  section  does  not  apply  to  the  transfer  of  a Capital  Asset  to  another 
Municipality  or  to  a Municipal  Entity  or  a National  or  Provincial  organ  of 
state  in  circumstances  and  in  respect  of  Categories  of  assets  approved  by 
the  National  Treasury." 


This  Section  6.7  should  be  enhanced  by  supporting  6.7.1  to  6.7.6  and  including 
additional  subsection. 

THEREFORE  RESOLVED 

DISPOSAL  OF  ASSETS-  ' 

That  cognizance  be  taken  of  the  policy  and  be  approved  as  foilows: 

1 A Municipaiity  may  not  transfer  ownership  as  a result  of  a sale  or  other 
transaction  or 

otherwise  permanently  dispose  of  a Capital  Asset  needed  to  provide  the 
minimum  level  of  basic  Munidpai  Services; 

2 A Municipality  may  transfer  ownership  or  othenwise  dispose  of  a Capital 
Asset  other  than  one  contemplated  in  Subsection  6.7.1,  but  only  after  the 
Municipal  Coundl,  in  a meeting  open  to  the  public;- 

(i)  has  decided  on  reasonable  grounds  that  the  asset  is  not  needed 
to  provide  the  minimum  level  of  basic  Munidpai  Services,  and 

(ii) -  has  considered  the  fair  market  value  of  be  received  in  exchange 

for  the  asset; 

3 A decision  by  a Municipal  Council  that  a specific  Capital  Asset  is  not 
needed  to  provide  the  minimum  level  of  basic  Munidpai  Services,  may 
not  be  reversed  by  the  Municipality  after  that  asset  has  been  sold, 
transferred  or  otherwise  disposed  of, 

4 A Municipal  Council  may  delegate  to  the  Accounting  Officer  of  the 
Municipality  its  power  to  make  the  detennination  referred  to  in  Subs^'on 
6.7.2  (i)  and  (ii)  in  respect  of  movable  Capital  Assets  below  or  value 
detemiined  by  the  Coundl; 


5 Any  transfer  of  ownership  of  a Capital  Asset  in  terms  of  Sub-section  6.7.1 
or  6.7.4  must  be  fair,  eouitable.  transparent,  competitive  and  consistent 
with  the  Supply  Chain  Management  Policy  (SCMP)  which  the  Munidpality 
must  have  and  maintain  in  terms  of  Municipal  Finance  Management 

Act,  (MFMA),  Section  111;  and 

6 This  section  does  not  apply  to  the  transfer  of  a Capital  Asset  to  another 
Municipality  or  to  a Municipal  Entity  or  a National  or  Provindal  organ  of 
state  in  circumstances  and  in  respect  of  Categories  of  assets  approved 
by  the  National  Treasury.” 

7 The  Accounting  Officer  is  authorised  to  dispose  assets  that  are  not 
required  and/or  have  been  fully  depredated  by  seeking  written 
submission  of  tenders; 

8 That  assets  that  are  sold  for  an  amount  below  R20  000  should  treated 


administratively  after  the  process  in  Sub-section  6.7.7  has  been  followed; 

The  assets  that  are  sold  for  an  amount  above  R20  000  requires  that  an 
item  be  tabled  to  Municipal  Council  for  cognisance;  and 

The  income  that  is  received  from  selling  (disposing)  of  the  movable 
assets  be  reflected  as  Extra-ordinary  income  in  the  Income  and 
Expenditure  Statement  (l&E) 


\ . 


SOUTHERN  DISTRICT  MUNICIPALITY 

. i ■ 

ASSET  MANAGEMENT  POLICY 

i 

I 

1.  Objectives 

• To  ensure  the  effective  and  efficient  control,  utilization, 
safeguarding  and  management  of  Southern  Distnct  Municipality  s 

' property,  plant  and  equipment. 

• To  ensure  Procurement  Officer  / Asset  are  aware  of  their 
responsibilities  in  regards  of  property,  plant  and  equipment. 

• To  set  out  the  standards  of  physical  management,  recording  ^d 
internal  controls  to  ensure  property,  plant  and  equipment  are 
safeguarded  against  inappfopriate  loss  or  utilization. 

• To  specify  the  process  required  before  expenditure  on  property, 
plant  and  equipment  occurs. 

• To  prescribe  the  accounting  treatment  for  proper,  plant  and 
equipment  in  the  Southern  District  Municipality  including: 

- The  criteria  to  be  met  before  expenditure  can  be  capitalized  as  an 

t 

item  of  property,  plant  and  equipment, 

- The  criteria  for  determining  the  initial  cost  of  the  different  items  of 
property,  plant  and  equipment, 

- The  method  of  calculating  depreciation  for  different  items  of 
property,  plant  and  equipment, 

- The  criteria  for  capitalizing  subsequent  expenditure  on  property, 
plant  and  equipment, 

- The  policy  for  scrapping  and  disposal  of  property,  plaqt  and 

equipment,  and  j j 


1 


1 


- The  classification  of  property,  plant  and  equipment.  , 

2.  Background 

The  utilization  and  management  of  property,  plant  and  equipment  is  the 
prime  mechanism  by  which  a District  can  fulfill  its  constitutional 
mandates  for: 

- Delivery  of  sustainable  services, 

- Social  and  economic  development, 

- Promoting  safe  and  health  environments,  and 

- Providing  the  basic  needs  to  the  community 

As  trustees  on  the  community,  the  District  has  a legislative  and  moral 
obligation  to  ensure  it  implements  policies  to  safeguard  the  monetary 
value  and  future  service  provision  invested  in  property,  plant  and 
equipment.  The  requirements  of  these  new  accounting  standards 
include: 

- The  compilation  of  asset  registers  covering  all  property,  plant  and 
equipment  controlled  by  the  Municipality. 

- Accounting  treatment  for  the  acquisition,  disposal,  recording  and 
depreciation  of  property,  plant  and  equipment. 

- The  standards  to  which  these  financial  records  must  be  maintained. 

3.  Definitions 

“Accounting  Standards  Board”  was  established  by  the  Public  Finance 
Management  Act  to  set  standards  of  Generally  Recognized  Accounting 
Practice  (GRAP)  as  required  by  the  Constitution  of  the  Republic  of  South 
Africa.  ! 
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“Assets”  are  resources  controlled  controlled  by  an  entity  as  the  result  of 
part  events  and  from  which  future  economic  benefits  or  future  service 
potential  are  expected  to  flow  to  the  entity. 

“Asset  Manager”  is  the  “Senior  Manager”  who  has  the  functional 
accountability  for  and  control  of  the  physical  management  of  a particular 
set  of  assets  in  order  to  achieve  the  municipalities  strategic  objectives. 
The  execution  of  this  responsibility  will  require  the  asset  manager  to 
control  the  acquisition,  utilization,  management  and  disposal  of  this  set  of 
assets  to  optimize  the  achievement  of  these  objectives. 

“Asset  categories”  are  the  five  main  asset  categories  defined  by  national. 
These  are: 

- Community  Assets  — are  defined  as  any  asset  that  contributes  to ' 
the  community’s  well  being.  Examples  are  parks,  libraries  and  fire 
stations. 

- Heritage  assets  — are  defined  as  culturally  significant  resources. 
Examples  are  works  of  art,  lustorical  buildings  and  statues. 

- Investment  properties  — are  defined  as  properties  that  are  acquired 
for  economic  and  capital  gains.  Examples  are  office  parks  and 
underdeveloped  land  acquired  for  the  purpose  of  resale  in  future 
years. 

- Other  assets  — are  defined  as  assets  in  normal  operations.  Examples 
are  plant  and  equipment,  motor  vehicles,  furniture  and  fittings. 
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“Attractive  items”  are  items  of  property,  plant  or  equipment  that  are  not 
significant  enough  for  financial  recognition  but  are  attractive  enough  to 
warrant  special  safeguarding. 

“Capitalization”  is  the  recognition  of  expenditure  as  an  Asset  m the 
' Financial  Asset  Register. 

“Carrying  amoxmf  ’ is  the  amount  at  which  an  asset  is  included  in  the  balance 
sheet  after  deducting  any  accumulated  depreciation  thereon. 

“Cost”  is  art'amount  of  cash  or  cash  equivalent  paid  or  the  fair  value  of  the 
other  consideration  given  to  acquire  an  asset  at  the  time  of  its  acquisition  or 
constiuction. 

“Cost  of  acquisition”  is  all  the  costs  incurred  in  bring  an  item  of  plant, 
property  or  equipment  to  the  required  condition  and  location  of  its  life. 

“Depreciation”  is  the  systematic  allocation  of  the  depreciable  amount  of  an 
asset  over  its  useful  life. 

“Depreciable  amount”  is  the  cost  of  an  asset,  or  other  amount  of  an  asset,  or 
other  amount  substituted  for  cost  in  the  financial  statement,  less  its  residual 

value. 

‘Tair  Value”  is  the  controlled  register  recording  the  financial  and  other  key 
details  for  all  Municipal  asset  recognized  in  accordance  with  this  policy. 
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“Property,  plant  md  equipment”  are  tangible  assets  that: 

a)  Are  held  by  a municipality  by  a municipality  for  use  in  the  production 
of  goods  or  supply  of  goods  or  services,  for  rental  to  others,  for 
administrative  purpose,  and 

b)  Are  expected  to  be  used  diiring  more  than  one  period. 

“Recoverable  amount”  is  the  amount  that  the  municipality  expects  to  recover 
i ' &om  the  future  use  of  an  asset,  including  its  residual  value  on  disposal. 

“Recognition”  is  the  process  by  which  expenditure  is  included  in  the 
Financial  Asset  Register  as  an  asset 

“Residual  value”  is  the  net  amount  that  the  municipality  expects  to  obtain 
for  an  asset  at  the  end  of  its  useful  life  after  deducting  the  expected  costs  of 
disposal. 

“Senior  manager”  is  a manager  referred  to  in  section  56  of  the  Municipal 
Systems  Act  being  someone  reporting  directly  to  the  municipal  manager. 

“Senior  management  teams”  are  the  incumbent  of  post  level  1,  2,  3 in  each 
department  being  the  “senior  manager”  and  everyone  up  to  two  levels  below 
them.  . I 

“Stewardship”  is  the  act  of  taking  care  of  and  managing  property,  plant  or 
equipment  on  behalf  of  another. 
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“Useful  life”  is  either: 


a)  The  estimated  period  of  time  over  which  the  future  economic  benefits 
or  future  service  potential  embodied  in  an  asset  are  expected  to  be 
consumed  by  the  municipality. 

Or 

b)  The  estimated  total  service  potential  expressed  in  terms  of  production 
or  similar  umts  that  is  expected  to  be  obtained  from  the  asset  by  the 
municipality. 

4.  Statutory  and  regulatory  framework 

This  policy  must  comply  with  all  relevant  legislative  requirements 
including: 

• The  Constitution  of  the  Republic  of  South  Afiica,  1996 

• Municipal  Structures  Act,  1998 

• Municipal  Systems  Act,  2000 

• Division  of  Revenue  Act  (enacted  annual) 

• Municipal  Finance  Management  Act,  2002. 

Also,  this  policy  must  comply  with  the  standards  specified  by  the 
Accounting  Standards  Board.  The  relevant  currently  recognized  accounting 
standards  includes: 

This  policy  will  be  updated  annually  or  whenever  legislative  or  accounting 
standard  amendments  significantly  change  the  requirements  pertaining  to 
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asset  management  in  general  and  the  administration  of  property,  plant  and 
equipment. 

This  policy  does  not  over  rule  the  requirement  to  cornply  with  other  policies 
like  procurement,  tendering  or  budget  policies.  The  Chief  Financial  OfScer 
will  provide  guidance  or  adjust  this  policy  where  an  apparent  conflict  exists 
between  this  policy  and  other  policies,  legislation  or  regulations. 

5.  Responsibilities  and  accountabilities 
The  municipal  manager  is  responsible  for  the  management  of  the  assets  of 
the  municipality,  including  the  safeguarding  and  the  maintenance  of  those 
assets. 

The  municipal  manager  must  ensure  that: 

• The  municipality  has  and  maintains  a management,  accounting  and 
information  system  that  accounts  for  the  assets  of  the  municipality; 

• The  municipality’s  assets  are  valued  in  accordance  with  standards 
of  generally  recognized  accounting  practice; 

• That  the  municipality  has  and  maintains  a system  of  internal 
control  of  assets,  including  an  asset  register;  and 

• That  senior  manager’s  and  their  teams  comply  with  this  policy. 

The  Chief  Financial  Officer  is  responsible  to  the  municipal  manager  to 
ensure  that  the  financial  investment  m the  municipalities’  assets  is 
safeguarded  and  maintained. 
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Tlie  Chief  Financial  Officer  must  ensure  that: 

• Appropriate  systems  of  financial  management  and  internal  control  are 
established  and  carried  out  diligently; 

• The ’financial  and  other  resources  of  the  municipality  are  utilized 
effectively,  efficiently,  economically  and  transparently; 

• Any  unauthorized,  irregular  or  finitless  or  wasteful  expenditure,  and 
losses  resulting  fi-om  criminal  or  negligent  conduct,  are  prevented; 

• The  systems,  processes  and  registers  required  to  substantiate  the 
financial  values  of  the  municipalities’  assets  are  maintained  to 
standards  sufficient  to  satisfy  the  requirements  of  the  auditor-general. 

• Fmancial  processes  are  established  and  maintained  ensure  the 
mumcipality’s  financial  resources  are  optimally  utilized  through 
appropriate  asset  plan,  budgeting,  purchasing,  maintenance  and 
disposal  decisions. 

• The  municipal  manager  is  appropriate  advised  on  the  exercise  of 
powers  and  duties  pertaining  to  the  financial  administration  of  assets; 

• The  senior  managers  and  senior  management  teams  are  appropriates, 
advised  on  the  exercise  of  their  powers  and  duties  pertaining  to  the 
financial  administration  of  assets; 

• This  policy  and  any  supporting  procedures  or  guidelines  are 
established,  maintained  and  effectively  communicated. 

• The  chief  financial  officer  may  delegate  or  otherwise  assign 
responsibility  for  performing  these  functions  but  they  will  remain 
accountable  for  ensuring  these  activities  are  performed. 
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- The  financial  sustainability  of  the  project  over  its  life  including 
revenue  generation  and  subsidization  requirements; 

- The  physical  and  financial  stewardship  of  that  asset  through  aU 
stages  in  its  life  including  acquisition,  installation,  maintenance, 
operations,  disposal  and  rehabilitation; 

- The  inclusion  of  this  capital  project  in  the  integrated  development 
plan  and  future  budgets;  and 

- Alternatives  to  this  capital  purchase. 

The  chief  financial  officer  is  accountable  to  ensure  the  procurement 
officer  or  asset  manager  receives  all  reasonable  assistance,  guidance 
and  explanation  to  enable  them  to  achieve  their  planning 
requirements. 

6.2  Approval  to  Acquire  Property  Plant  and  Equipment 
Money  can  only  be  spent  on  a capital  project  if: 

- The  money  has  been  appropriate  in  the  capital  budget, 

- The  project,  including  the  total  cost,  has  been  approved  by  the 
council, 

- The  CFO  confirms  that  funding  is  available  for  that  specific 
project,  and 

- Any  contract  that  will  impose  financial  obligations  beyond  two 
years  after  the  budget  year  is  appropriately  disclosed. 

6.3  Funding  of  capital  projects 

- Within  the  municipality’s  ongoing  financial,  legislative 
or  administrative  capacity,  the  chief  financial  officer  will 
establish  and  maintain  the  funding  strategies  that 
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optimize  the  municipality’s  ability  to  achieve  its 
strategic  as  stated  in  the  integrated  development  plan. 

- The  acquisition  of  asset  will  not  be  funded  over  a period 
longer  than  the  useful  life  of  that  asset. 

._  77»^internal' Controls 

7.1  Financial  Asset  registers 

7.1.1  Establishment  and  Management  of  the  Financial  Asset  Register 

- The  Chief  Financial  Officer  will  establish  and  maintain  the 
Asset  Register  containing  key  financial  data  on  each  item  of 
Property,  Plant  or  Equipment  that  satisfies  the  criterion  for 
recognition. 

- Procurement  Officer  or  Asset  Manager  are  responsible  for 
establishing  and  maintaining  any  additional  register  or  database 
required  to  demonstrate  their  physically  management  of  their 
assets. 

- Each  procurement  officer  and  asset  manager  is  responsible  to 
ensure  that  sufficient  controls  exist  to  substantiate  the  quality, 
value,  location  and  condition  all  assets  in  their  registers. 

7.1.2  Contents  of  the  Financial  Asset  Register 

The  details  included  in  the  non-current  asset  register  will  include: 

• The  measurement  bases  used. 

• The  depreciation  methods  used. 

• The  useful  live. 

• Depreciation  charged. 
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The  gross  carrying  amount. 

The  accumulated  depreciation. 

Date  of  acquisition. 

Date  of  disposal  (if  relevant) 

Increases  or  the  decreases  resulting  from  revaluations  (if  relevant) 
Method  of  calculating  recoverable  amount. 

Any  restrictions  on  title  to  the  asset. 

Location. 

Strategic  purpose  and  if  it  is  required  to  provide  minimum  basic 
service. 

The  responsible  procurement  oflScer  or  asset  manager. 


7.13  Internal  Controls  over  the  Financial  Asset  Registers 

• Controls  around  their  asset  registers  should  be  sufficient  to  provide  an 
accurate,  reliable  and  up  to  date  account  of  assets  imder  their  control 
to  the  standards  specified  by  the  chief  financial  officer  and  required 
by  the  auditor-general. 

• ’ These  controls  will  include  physical  management  and  recording  of  all 

acquisitions,  assignments,  transfers,  losses  and  disposals  of  their 
assigned  assets  as  well  as  regular  stock-takes  and  systems  audits  to 
confirm  the  adequacy  of  their  controls. 
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7.2  Physical  Receipting  and  Management 

• t . . 

Responsibilities  of  the  procurement  officer  or  asset  manager 

• The  procurement  officer  or  asset  manager  must  ensure  that  the 
purchase  of  property,  plant  of  equipment  complies  with  all  municipal 
policies  and  procedures. 

• The  procurement  officer  or  asset  manager  must  ensure  the  all 
moveable  property,  plant  and  equipment  is  duly  processed  and 
identified  before  it  is  received  into  stewardship. 

• The  procurement  officer  or  asset  manager  must  ensure  all  moveable 
assets  received  into  their  stewardship  are  appropriately  safeguarded 
for  inappropriate  use  or  loss.  This  will  include  appropriate  control 
over  the  physical  access  to  these  assets  and  regular  stock  takes  to 
ensure  any  losses  have  not  occurred.  Any  know  losses  should  be 
immediately  reported  to  the  chief  financial  officer. 

• The  procurement  officer  or  asset  manager  will  do  an  annual  stock  take 
of  property,  plant  and  equipment  as  part  of  the  annual  reporting 
processes  coordinated  by  the  chief  financial  officer. 

• The  procurement  officer  or  asset  manager  must  ensure  that  property, 
plant  and  equipment  is  appropriately  utilized  these  assets  for  the 
purpose  that  the  municipality  acquired  them. 

7.2.2  Receipt  of  property  plant  and  equipment 

• The  receipting  of  property,  plant  and  equipment  wffl  be  managed  by 
the  municipal  stores. 

• The  process  of  receipting  by  the  mimicipal  stores  will  include: 
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7.3.2  Relocation  or  Reassignment  of  Property,  Plant  or  Equipment 

- The  Procurement  Officer  or  Asset  Manager  must  ensxire  that  the 
^set  is  appropriately  safeguarded  for  loss,  damage  or  misuse 
where  ever  it  is  located.  Safeguarding  includes  ensuring  reasonable 
physical  restrictions  and  delegated  management  is  implemented. 

- The  Procurement  Officer  or  Asset  Manager  must  advise  the  Chief 
Financial  Officer  whenever  an  asset  is  permanently  relocated  or 
reassigned  from  the  location  (or  base)  or  cost  center  recorded  in 
the  Financial  Asset  Register. 

- The  Procurement  Officer  or  Asset  Manager  must  advise  the  Chief 
Financial  Officer  whenever  an  asset  is  temporarily  relocated  or 
assigned  from  the  location  (or  base)  or  cost  center  recorded  in  the 
Financial  Asset  Register.  In  this  case;  the  Asset  Manager  must  also 
advise  the  Chief  Financial  Officer  when  this  asset  is  returned. 

8.  Management  of  attractive  items 
8.1  Management  of  attractive  items 

• Assets  costing  less  than  R2  000  but  more  than  R1  000  are  deemed 
to  be  attractive  item  unless  that  type  of  asset  is  specifically 
excluded  by  the  Chief  Financial  Officer. 

• The  reqiurements  to  manage  attractive  items  includes: 

- Receipting  these  items  through  specified  control  points. 

- Maintaining  and  updating  attractive  items  register  for  these 
receipts. 

- Delivery  and  assignment  of  an  attractive  item  to  a specified 
position. 

i 

i ■ ■' 
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- Regular  stock  takes  by  the  assigned  person  to  ensure  these 

attractive  items  are  being  appropriately  safeguarded. 

- Regular  audits  by  the  finance  department  to  ensure  attractive  items 

are  being  appropriately  managed  by  the  assigned  persons. 

- Recording  and  responding  of  any  disposal  or  loss  of  these 

' ■ attractive  items  to  the  CFO  and  adjustment  of  the  attractive  items 

register. 

Attractive  items  will  not  be: 

- Capitalized  as  an  asset; 

- Depreciated; 

- Revalued; 

- Recording  in  the  financial  asset  register;  or 

- Otherwise  treated  as  an  asset. 

9.  Management  and  Operation  of  property,  plant  and  equipment 
9.1  Accountability  to  manage  property  plant  and  equipment 

- Each  Procurement  Officer  or  Asset  Manager  is  accountable  to 
ensure  that  municipal  resources  assigned  to  them  are  utilized 
effectively,  efficiently,  economically  and  transparently.  This 
would  include: 

- Developing  appropriate  asset  management  systems, 
procedures,  processes  and  controls  for  managing  assets, 

- Providing  accurate,  reliable  and  up  to  date  account  of  assets 
under  their  control, 

- The  development  and  motivation  of  relevant  strategic  asset 
management  plans  and  operational  budgets  that  optimally 
achieve  the  municipality’s  strategic  objectives. 
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9.2  Contents  of  a strategic  asset  management  plan  • 

- Procurement  Officer  or  Asset  Manager  need  to  manage 
assets  under  their  control  to  provide  the  required  level 
of  service  or  economic  benefit  at  the  lowest  possible 
long  term  cost.  To  achieve  this,  Procurement  Officer  or 

■’Asset  Manager  will  need  to  develop  strategic  asset 
management  plans  that  cover: 

- Alignment  with  the  Integrated  Development  Plan; 

- Operational  guidelines; 

- Performance  monitoring; 

- Maintenance  programs; 

- Renewal,  refurbishment  and  replacement  plans; 

Disposal  and  RehabiUtatioa  plans; 

- Disposal  and  Rehabilitation  plans, 

- Operational,  financial  and  capital  support  requirements, 
and 

- Risk  mitigation  plans  including  insurance  strategies. 

The  operational  budgets  are  the  short  to  medium  term  plan  for  implementing 
this  strategic  asset  management  plan. 

9.3  Reporting  on  Emerging  Issues 

• Each  Procurement  Officer  or  Asset  Manager  should  report  to  the 
Municipal  Manager  on  issues  that  will  significantly  impede  the  assets 
capability  to  provide  the  required  level  of  service  or  economic  benefit 


lO.CIassification,  aggregations  & components 

10.1  Classification  of  property  plant  and  equipment 

• Any  asset  recognized  as  an  asset  under  this  policy  will  be  classified 
according  to  national  recognized  categories. 

• These  categories  will  be  specified  by  the  Accounting  Standards  Board 
and  currentiy  are  included  in  GAMAP  1 13. 

• The  Chief  Financial  OflScer  with  the  relevant  Procurement  Officer  or 
Asset  Manager  may  agree  to  subdivide  these  classifications  further. 
This  decision  will  be  noted  as  an  amendment  to  the  classification 
schedule  of  the  municipality  and  endorsed  by  the  Municipal  Manager, 
the  Chief  Financial  Officer  and  the  relevant  Procurement  Officer  and 
Asset  Manager. 

10.2  Optional  Treatment  for  Major  Component 

• Procurement  Officer  or  Asset  Manager  may,  with  agreement  of  the 
Chief  Financial  Officer,  treat  specified  major  components  of  an  item 
of  property  plant  or  equipment  as  a separate  asset  for  the  purposes  of 
this  policy. 

• These  major  components  may  be  defined  by  its  physical  parameters 
(eg.  a reservoir  roof)  of  its  financial  parameters  (eg.  a road  surface). 

• In  agreeing  to  these  treatments  the  CFO  must  be  satisfied  that  these 
components: 

- Have  significantly  a difierent  useful  life  or  usage  pattern  to  the  main 

asset, 

- Align  with  the  asset  management  plans, 

- The  benefitsjustify  the  costs  of  separate  identification. 
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- It  is  probable  that  future  economic  benefits  or  potential  service 

j . . • 

delivery  associated  with  the  asset  will  flow  to  the  municipality,  i 

- The  cost  of  the  asset  to  the  municipality  can  be  measured  reliably, 

- The  municipality  has  gained  control  over  the  asset, 

- The  costs  is  above  the  recognition  threshold,  and 

- The  asset  is  expected  to  be  used  during  more  than  one  financial  year. 

• All  such  decisions  and  agreements  will  be  confirmed  before  the 
•beginning  of  the  financial  year  and  submitted  for  approval  with  the 
budget.  Any  amendments  will  only  be  permitted  as  part  of  a budget 
review. 

• Once  a major  component  is  recognized  as  a separate  asset,  it  may  be 
acquired,  depreciated  and  disposed  of  as  if  it  were  a separate  asset. 

• All  other  replacements,  renewals  of  refurbishments  of  components 
will  be  expensed. 

10.3  Recognition  of  network  asset 

• A network  asset  is  a collection  of  assets  that  work  together  as  a whole 
to  deliver  specified  service  or  economic  benefit,  e.g.  computer 
systems  or  ofSce  furniture. 

• A network  asset  should  be  recognized  as  an  asset  register  wfiere  its 
aggregate  value  exceeds  5%  of  the  total  value  of  all  property,  plant 
and  equipment  already  recognized. 

• At  the  discretion  of  the  CFO,  a network  asset  with  an  aggregate  value 
of  less  than  5%  but  greater  than  2%  maybe  recognized  as  an  asset  bn 
the  asset  register. 

i 
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• A Procurement  Officer  or  Asset  Manager  is  accountable  for'  the 
management  of  the  registers  required  to  financially  verify  the  value  of 
a network  asset. 

ll.Accounting  for  Property,  Plant  and  Equipment 
^ ' ir.l'Re^ognition  of  property,  plant  and  equipment 

- An  item  of  property,  plant  and  equipment  will  be  recognized  as  an 
asset  when: 

- It  is  probable  that  future  economic  benefits  or  potential  service 
delivery  associated  with  the  asset  will  flow  to  the  municipality, 

- The  cost  of  the  asset  to  the  municipality  can  be  measured  reliably, 

- The  municipality  has  gained  control  over  the  asset, 

- The  costs  is  above  the  recognition  threshold,  and 

- The  asset  is  expected  to  be  used  during  more  than  one  financial 
year. 

• All  other  acquisitions  of  property,  plant  and  equipment  will  be 
expensed. 

11.2  Initial  measurement 

• An  item  of  property,  plant  and  equipment  that  qualifies  for 
recognition  as  a non-current  asset  should  be  initially  measured  at 
its  “cost  of  acquisition”. 

• This  “cost  of  acquisition”  will  include  aU  costs  required  to  bring 
the  asset  to  the  proper  working  condition  and  position  for  its 
intended  use.  These  costs  usually  include  the  foUo'wing: 

. f 

- Purchase  costs  (less  any  discoimts  given) 

- Delivery  costs 

J 
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■ Installation  cost 

-Professional  f«.forarch.-,act.a„de„gi.^, 

- nnport  duties 

-Non-reflindable  taxes 
-Site  development  costs 
- Contractor  fees 

11.3  Donationsorexchanges 
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asset  down  to  its  recoverable  amount  or  any  subsequent 
revaluation. 

11.6  Depreciation 

• The  depreciable  amount  of  an  item  of  property,  plant  and 
equipment  should  be  allocated  on  a systematic  basis  over  its  usefiil 
life. 

• The  depreciation  method  used  should  reflect  the  pattern  in  which 
economic  benefits  or  potential  service  provisions  are  consumed  by 
the  municipality. 

• The  depreciation  charge  for  each  period  will  be  recognized  as  an 
expense  against  the  budget  of  the  relevant  Procurement  Officer  or 
Asset  Manager  unless  it  is  included  in  the  carrying  amormt  of 
another  asset. 

• The  depreciation  method  will  be  straight  line  unless  the  Chief 
Financial  Officer  is  convinced  that  another  method  is  more 
appropriate. 

12.7  Initial  determination  useful  life 

• Each  Procurement  Officer  or  Asset  Manger  needs  to  determine  the 
useful  life  of  a particular  item  or  class  property,  plant  and 
equipment  through  the  development  of  a strategic  asset 
management  plan  that  forecasts  the  expected  useful  life  that  asset. 
This  should  be  developed  as  part  of  the  Pre-Acquisition  Planning 
that  would  consider  the  following  factors: 
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- the  operational,  maintenance,  renewal  and  disposal  program  that 
will  optimize  the  expected  long  term  costs  of  owing  that  asset, 

- economic  obsolescence  because  it  is  too  ejqjensive  to  maintain, 

- functional  obsolescence  because  it  no  longer  meets  the 
municipalities  needs, 

- technological  obsolescence, 

- social  obsolescence  due  to  changing  demographics,  and 

- legal  obsolescence  due  to  statutory  constraints. 

• GAMAP  113  provides  a schedule  of  useful  lives.  These  should  be 
used  as  a guide  to  minimum  useful  lives  only  because  actual  asset 
Lives  experienced  greatly  exceed  those  recommend  lives. 

• Spares  purchased  specifically  for  a particular  asset,  or  class  of 
asset,  and  which  would  become  redundant  if  that  asset  or  class 
was  retired  or  use  of  that  asset  or  class  was  discontinued,  must  be 
considered  to  form  part  of  the  historical  cost  of  that  asset  or  class. 
The  depreciable  amoimt  of  such  spares  must  be  allocated  over  the 
usefirl  life  of  the  asset  or  class. 

1 1.8  Review  of  useful  life 

• The  useful  life  of  an  item  property,  plant  and  equipment  should  be 
reviewed  annually  and  if  expectations  are  significantly  different 
from  previous  estimates,  the  depreciation  charge  for  the  current 
and  future  periods  should  be  adjusted. 

1 1 .9  Review  of  depreciation  method 

e 

• The  depreciation  method  applied  to  property,  plant  and  equipment 
. should  be  reviewed  aimually,  and  if  there  has  been  a' significant 
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change  in  the  expected  pattern  of  economic  benefits  or  potential  ■ 
service  delivery  from  those  assets,  the  method  should  be  changed : 
to  reflect  the  changed  pattern. 

• When  such  a change  in  according  estimate  and  the  depreciation 
charge  for  the  current  future  periods  should  be  adjusted. 

11.10  Subsequent  expenditure  on  property  plant  and  equipment 

• Subsequent  expenditure  relating  to  an  item  of  property,  plant  and 
equipment  that  has  already  been  recognized  should  be  added  to  the 
carrying  amount  of  the  asset  when  it  is  probable  that  future  economic 
benefits  or  potential  service  delivery,  in  excess  of  the  originally 
assessed  standard  of  performance  of  the  existing  asset,  will  flow  to  the 
municipality. 

• All  other  expenditure  should  be  recognized  as  an  expense  in  the 
period  in  which  it  occurred. 

• Before  allowing  the  capitalization  of  subsequent  expenditure,  the 
Chief  Financial  Officer  must  be  satisfied  that  this  expenditure 
significantly: 

• Increase  the  life  of  that  asset  beyond  that  stated  in  the  asset  register,  or 

• Increases  the  quality  of  service  that  asset  beyond  the  existing  level  of 
service,  or 

• Increase  the  quantity  of  services  that  asset  can  provide,  or 

• Reduces  the  future  assessed  costs  of  maintaining  that  asset. 

• Expenditure  that  is  proposed  to  be  capitalized  must  also  conform  to 
recognition  criteria  for  non-current  assets  and  should  be  appropriately 
included  in  the  approved  capital  budget. 

I 


24 


• Where  it  is  desired  to  capitalize  future  component  replacements, 
refurbishments  or  renewals,  then  please  refer  to  the  section  on  major 
components  in  this  policy. 

11.11  Revaluation  of  property  plant  and  equipment 

• The  municipality  will  not  revalue  property  plant  and  equipment  under 
this  current  version  of  the  asset  management  policy. 

• The  Accounting  Standards  Board  is  developing  an  accounting 
treatment  for  such  revaluations. 

• The  municipality  will  update  this  policy  to  include  revaluation  when 
the  Accounting  Standards  Board  has  confirmed  their  treatment  for 
revaluations. 

11.12  Reduction  of  the  carrj'ing  amount 

• The  carrying  eunount  of  a non-current  asset  should  be  reviewed 
aimually  to  assess  whether  or  not  the  recoverable  amount  has  declined 
below  the  carrying  amount. 

• When  such  a decline  has  occurred,  the  carrying  amoimt  should  be 
reduced  to  the  recoverable  amount. 

• The  amoimt  of  the  reduction  should  be  recognized  as  an  expense 
irrunediately,  unless  it  reverses  a previous  revaluation  in  which  case  it 
should  be' charged  to  a non-distributable  reserve. 

• For  asset  providing  economic  benefits,  the  recoverable  amount  is  the 
net  present  value  of  future  ownership. 

• For  asset  providing  future  service  delivery,  the  recoverable  amount  is 

the  remaining  proportional  of  its  useful  life,  service  capacity  or 
) 

• i ■'  • •' 
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qxiaUty  of  service  that  is  not  intended  to  be  restored  by  normal 
maintenance  programs. 

11.13  Subsequent  increase  in  recoverable  amount 

• A subsequent  increase  in  the  recoverable  amoimt  of  an  asset, 
previously  written  down  due  to  a decline  in  the  carrying  amount 
should  be  written  back  when  the  circumstances"  and  events  that  led  to 
the  write-down  or  write-off  cease  to  exist  and  there  is  persuasive 
evidence  that  the  new  circumstances  and  events  will  persist  for  the 
foreseeable  future. 

• The  amoimt  written  back  should  be  reduced  by  the  amoimt  that  would 
have  been  recognized  as  deprecation  had  the  wntten-down  or  write- 
off not  occurred. 

11.14  Reduction  of  the  carrj  ing  amount 

• The  carrying  amount  of  a non-current  asset  should  be  reviewed 
annually  to  assess  whether  or  not  the  recoverable  amount  has 
declined  below  the  carrying  amount 

• When  such  a decline  has  occurred,  the  carrying  amount  should  be 
reduced  to  the  recoverable  amount 

11.15  Accounting  treatment  on  Disposal 

• An  item  of  property,  plant  and  equipment  should  be  eliminated  from 
the  balance  sheet  on  disposal  or  when  the  asset  is  permanently 
withdrawn  from  use  and  no  future  economic  benefits  or  potential 
service  delivery  are  expected  from  its  disposal. 
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• Gains  or  losses  arising  from  the  retirement  or  disposal  of  an  item  or 
property,  plant  and  equipment  should  be  determined  as  the  difference 
between  the  actual  or  estimated  net  disposal  proceeds  and  the  carrying 
arhount  of  the  asset,  and  should  be  recognized  as 'revenue  or  expense 
in  the  income  statement. 

12.  Financial  Disciosure 

• ' The  financial  statements  should  disclose,  in  respect  of  each  class  of 
• property,  plant  and  equipment  classified  under  the  categories  of 
infrastructure,  community,  heritage,  investment  properties  and 
other  assets; 

a)  The  measurement  bases  used  for  determining  the  gross  carrying 
amormt.  When  more  than  one  basis  has  been  used,  the  gross 
carrying  amount  for  that  basis  in  each  category  should  be 
disclosed. 

b)  The  depreciation  methods  used. 

c)  The  useful  lives  or  the  depreciation  rates  used. 

d)  Depreciation  charged  in  arriving  at  net  surplus  or  deficit  for  the 
period. 

e)  The  gross  carrying  amount  and  the  accumulated  depreciation  at  the 
beginning  and  the  end  of  the  period. 

f)  A reconciliation  of  the  carrying  amormt  at  the  beginning  and  end 
of  the  period  showing: 

i)  additions 

ii)  disposal 

iii)  I acquisition  through  business  combinations 

iv) !  increases  or  the  decreases  resriltmg  from  revaluations 

I ' • 
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e)  The  canying  amount  of  each  class  or  property,  plant 
and  equipment  that  would  have  been  included  in  the 
financial  statements  had  the  assets  been  carried  at  cost 
less  depreciation. 

f)  The  revaluation  surplus,  detailing  the  movement  for 
the  period. 

g)  The  portion  of  the  depreciation  charge  relating  to  the 
revaluation. 
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ITEM  A.82/08/2005  (SOCIAL.40/08/2005> 


AMENDMENTS  TO  THE  ASSET  MANAGEMENT  POLICY  4/5/2/8 

NOTING  THAT 

In  order  to  manage  the  asset  register  more  effectively  and  reduce  the  amount  of  items 
where  on  depreciation  must  be  written  off  the  following  amendments  should  be  made  to 
the  asset  policy; 


Clause  8.4  Assets  grouped  by  value 

8.4.1  Assets  with  a value  below  R5  000.  (R1  000  be  changed  to  R5  000.) 

8.4.2  Assets  with  a value  between  R5  001  and  RIO  000.  (R1  001  to  be 
changed  to  R5  001) 

HAVING  TAKEN  INTO  CONSIDERATION 

That  an  asset  management  policy  was  adopted  by  Council  as  per  Item  B.  150/1 1/2004  in 
order  to  manage  the  assets  of  the  Municipality  in  an  effective  and  efficient  way  with 
regard  to  the  acquisition,  disposal,  utilization,  control  and  maintenance  of  assets. 

THEREFORE  RECOMMENDED 


That  the  amendment  to  the  asset  management  policy  be  supported  in  principle  and  be 
workshoped  with  other  policies  with  the  view  to  familiarising  Councillors  with  it. 


ITEMA.28/03/2008 
ITEM  MAYORAL.2S/03;2008 


ASSET  MANAGEMENT  POLICY:  SOUTHERN  DISTRICT 

MUNICIPALITY  ‘♦'5/2/8 

NOTING  THAT 

The  Asset  Management  Policy  of  the  Southern  District  Municipality  was  presented  to  Council  for 
approval. 

HAVING  TAKEN  INTO  CONSIDERATION 
That  the  following  is  the  Asset  Management  Policy: 

SOUTHERN  DISTRICT  MUNICIPALITY 

ASSET  MANAGEMENT  POLICY 


1 VISION 


To  manage  the  assets  of  the  Municipality  in  an  efficient  and  effective  way  with  regard  to 
the  acquisition,  disposal,  utilization,  control  and  maintenance  of  assets. 


2 OBJECTIVES 

• To  ensure  Asset  Managers  are  aware  of  their  responsibilities  in  regards  of 
Property,  Plant  and  Equipment 

• Specifying  Municipality’s  practice  regarding  accounting  for  assets  and  inventory. 

• Ensure  consistency  in  accounting  treatment 

• Exercise  effective  control  over  assets. 

• Ensure  that  an  updated  Asset  Register  is  kept 

• Ensure  compliance  with  all  legal  prescriptions  and  requirements. 

3 STATUTORY  AND  REGULATORY  FRAMEWORK 

This  policy  must  comply  with  all  relevant  legislative  requirements  including: 

• The  Constitution  of  the  Republic  of  South  Africa,  1996 

• Municipal  Structures  Act,  1998 

• Municipal  Systems  Act  2000 

• Division  of  Revenue  Act  (enacted  annually) 

• Municipal  Finance  Management  Act  2003 

Also  this  policy  must  comply  with  the  standards  specified  by  the  Accounting  Standards 
Board.  The  relevant  currently  recognized  accounting  standards  include: 

• GAMAP  1 1 7 Property,  Plant  and  Equipment 

4 DEFINITIONS 
ASSETS 


An  asset  is  a resource  controlled  by  the  Municipality  as  a result  of  past  events  from  which 


future  economic  benefits  or  potenfai  service  provision  are  expected  to  flow  to  the 
municipality. 

FIXED  ASSETS 


Are  those  assets  that  are  intended  for  use  on  a continuing  basis  for  the  purpose  of  the 
Municipality's  activities,  including  Property,  Plant  and  Equipment  and  Intangible  Assets, 

and  Assets  held  for  investment  purposes  that  are  not  expected  to  be  realized  within  12 
months  of  the  reporting  date. 

MOVABLE  ASSETS 


They  should  be  classified  as  current  asset  when  they  are  part  of  the  Municipalit/s 
operating  activities  and  is  expected  to  be  reafized  or  consumed  in  the  normal  course  of 
Municipality's  operating  cycle,  or  held  primarily  for  operating  purposes  or  for  the  short- 
term and  expected  to  be  realized  within  12  months  of  the  reporting  date. 

AFF  fASSETS  FINANCING  FUNDI 

Is  a Internal  Statutory  Fund  which  is  cash  based  and  which  is  specifically  used  to 
purchase  assets. 

EFF  (EXTERNAL  FINANCING  FUNDI 

It  is  a collective  fund  of  all  external  loans  taken  up  and  which  is  used  to  finance  assets. 
ASSETS  REGISTER 

Is  an  accounting  records  which  contains  relevant  physical  and  financial  details  relating  to 
all  assets. 

COST 


Is  the  amount  of  cash  or  cash  equivalents  paid  or  the  value  of  the  other  consideration 
given  to  acquire  an  asset  at  the  time  of  its  acquisition  or  construction. 

DEPRECIATION 


The  depreciation  amount  of  an  item  of  Property,  Plant  and  Equipment  should  be 
allocated  on  a systematic  basis  over  its  useful  life. 

CARRYING  AMOUNT 


Is  the  amount  at  which  an  asset  is  included  in  the  balance  sheet  after  deducting  any 
accumulated  depreciation  thereon. 

USEFUL  LIFE 


Is  either 

The  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality,  or 
The  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the 
municipality. 


PREVENTATIVE  MAINTENANCE 


The  maintenance  which  is  required  on  a systematic  basis  to  ensure  that  the  originaily 
assessed  future  economic  benefits  of  potential  service  provision  of  the  relevant  asset  is 
realized,  hence  that  the  fixed  asset  reaches  its  estimated  useful  life. 

DEFERRED  MAINTENANCE 


The  extent  of  preventative  maintenance  that  has  hot  been  perfomied. 
S RESPONSIBILITIES 


The  Municipal  Manager  as  the  Accounting  Officer  is  responsible  for  the 
management  of: 

The  assets  of  the  Municipality,  including  the  safeguarding  and  the  maintenance  of  those 
assets. 


Take  all  reasonable  steps  to  ensure: 

• that  the  Municipality  has  and  maintains  a Management,  Accounting  and 
Information  System  that  accounts  for  the  assets  of  the  Munidpality. 

• that  the  Municipality’s  assets  are  valued  in  accordance  with  standards  of 
generally  recognized  accounting  'practice,  and 

• that  the  Municipality  has  and  maintains  a system  of  internal  control  of  assets, 
including  asset  register,  as  may  be  prescribed. 

IN  TERMS  OF  ACT  109  OF  1985  FINANCIAL  REGULATIONS  FOR  REGIONAL  SERVICES 

COUNCILS 

The  Manager  Finance  Service  is  responsible  for 

• Keeping  a register  in  which  shall  be  recorded  particulars  of  all  movable  and 
fixed  assets; 

■ To  ensure  that  stock-taking  of  all  assets  recorded  in  the  asset  register  Is  done; 

• To  ensure  that  each  Departmental  Head  keep  inventories  in  a form  approved  by  the 
Manager  Finance  Services; 

■ To  submit  a report  to  Council  on  all  assets  and  include  all  explanations  of  the 
responsible  directorates;  and 

• T 0 ensure  that  all  assets  of  the  Municipality  are  covered  in  terms  of  the 
Insurance  Policy  of  the  Municipality. 

6 ACCOUNTING  FOR  PROPERTY.  PLANT  AND  EQUIPMENT 
CLASSIFICATION 
INFRASTRUCTURE  ASSETS 


These  are  defined  as  assets  which  are  part  of  a network  of  similar  assets,  and  would 


ASSETS 

of  government 

HSBIBSa^SSS  .„H„„idindud,wo«of.r.. 

ikix/p^tment  PROPjBIlgS 

motor  vehicles,  furniture  and  fitting  . will  be  subjective,  and 

SptSrvada«»"  s«ma  Wa- 1" 

pi  ipr.HASe  OF  ASSEIS  authorized 

items. 


6.2.2 


The  folloiwing  persons  ar®  ^ 
Southern  District  Municipality. 


authorized  to  approve  on  behalf  of  the 


. Any  purchase  up  to  R5  000.00. 

AcMuntant  Procurement 

. Any  purchase  between  R5  000,00  to  R20  000 
Assistant  Manager 

. Any  purchase  above  R20  000,00  to  R50  000,00 

Soar:  Rnandal  services 
. More  than  R50  000.00 

Municipal  Manager 


3.3 


CAPITALIZATION  OF  ASSETS 


Assets  will  only  be  capitalized  in  the  Asset  Register  on  completion  or 
finalization  of  tile  project. 

Projects  to  be  completed  over  more  than  one  financial  year  will  be  initially  disclosed  in 
the  Asset  Register  and  financial  statements  as  'Vrork  in  progress"  where  after  only  on 
completion  the  asset  wili  be  capitaiized  and  depreciated. 

The  cost  of  acquisition  will  include  all  expenditure  needed  to  bring  the  asset  at  the 
condition  and  position  for  its  intended  use  which  usually  include  the 
following: 

■ Purchase  costs  (less  any  discounts  given)  Delivery 
cost 

■ Installation  cost 

■ Professional  fees  for  architects  and  engineers 

• Import  duties 

■ Non-refundable  taxes 

■ Site  development  cost 

• Contract  fees 

6.4  DEPRECIATION  OF  ASSETS 

The  depreciation  method  applied  to  Property,  Plant  and  Equipment  should  be  reviewed 
periodically  and,  if  there  has  been  a significant  change  in  the  expected  pattern  of 
economic  benefits  or  potential  service  delivery  from  those  assets,  the  method  should  be 
changed  to  reflect  the  changed  pattern.  When  such  a change  in  depreciation  method  is 
necessary  the  change  should  be  accounted  for  as  a change  in  accounting  estimate  and 
the  depreciation  charge  for  the  current  and  future  should  be  adjusted. 

There  are  three  options  that  can  be  used.  These  are  straight-line  method,  the  diminishing 
balance  method  and  the  sum  of  units  method.  Straight  -line  which 
is  used  predominantly  in  the  private  sector,  results  in  a constant  charge  over  the 
estimated  useful  life  of  the  asset  whereas  the  diminishing  balance  method  results  in 
decreasing  charge  over  the  life  of  the  asset  It  is  recommended  that  the  straight-line 
method  be  used  for  the  ease  of  maintaining  the  income  base. 

6.5  RE-VALUATION  OF  ASSETS 

When  an  item  of  property  is  revalued,  any  accumulated  depreciation  at  the  date  of  the 
revaluation  is  either 

• restated  proportionately  with  the  change  in  the  gross  carrying  amount  of  the  asset 
so  that  the  carrying  amount  of  the  asset  after  revaluation  equals  its  revalued 
amount  This  method  is  often  used  when  as  asset  is  revalued  by  means  of  an 
index  to  its  depreciated  replacement  cost  or 

• eliminated  against  the  gross  carrying  amount  of  the  asset  and  net  amount 
restated  to  the  revalued  amount  of  the  asset 

6.6  WRITE-OFF 

All  items  to  be  written  off  must  be  approved  by  the  Municipal  Manager  and  Chief  Rnanca 
Officer  after  recommendation  by  the  Head  of  Department 

6.7  DISPOSAL  OF  ASSETS 


6.7.1  A Municipality  may  not  transfer  ownership  as  a resuit  of  a saie  or  other 
transaction  or  otherwise  permanently  dispose  of  a capital  asset  needed 
to  provide  the  minimum  level  of  basic  Municipal  services. 

6.7.2  A Municipality  may  transfer  ownership  or  otherwise  dispose  of  a capital  asset 
other  than  one  contemplated  in  subsection  (1),  but  only  after  the  municipal 
council,  in  a meeting  open  to  the  public- 

o has  decided  on  reasonable  grounds  that  the  asset  is  not  needed  to  provide 
the  minimum  level  of  basic  Municipal  services;  and 

o has  considered  the  fair  market  value  of  the  asset  and  the  economic  and 
community  value-to  be  received  in  exchange  for  the  asset 

6.7.3  A decision  by  a Municipal  council  that  a specific  capital  asset  is  not  needed  to 
provide  the  minimum  level  of  basic  Municipal  services,  may  not  be  reversed  by 
the  Municipality  after  that  asset  has  been  sold,  transferred  or  othenAo'se  disposed 
of. 

6.7.4  A Municipal  council  may  delegate  to  the  Accounting  Officer  of  the  Municipality  its 
power  to  make  the  determinations  referred  to  in  subsection  (2)  (a)  and  (b)  in 
respect  of  movable  capital  assets  below  a value  of  R20  000. 

6.7.5  Any  transfer  of  ownership  of  a capital  asset  in  terms  of  subsection  (2)  or  (4)  must 
be  fair,  equitable,  transparent  competitive  and  consistent  with  the  Supply  Chain 

■ Management  Policy  which  the  Municipality  must  have  and  maintain  in  terms  of 
section  111. 

6.7.6  This  section  does  not  apply  to  the  transfer  of  a capital  asset  to  another 
Municipality  or  to  a Municipal  entity  or  a national  or  provincial  organ  of  state  in  any 
circumstances  and  in  respect  of  categories  of  assets  approved  by  the  National 
Treasury. 

An  item  of  Property.  Plant  and  Equipment  should  be  eliminated  from  the  balance  sheet 
on  disposal  or  when  the  asset  is  permanently  withdrawn  froth  use  and  no  future 
economic  benefits  or  potential  services  delivery  are  expected  from  its  disposal. 

Should  the  asset  be  disposed  and  there  is  still  an  amount  included  in  utilized  capital 
receipts,  then  the  balance  of  utilized  capital  receipt  relating  to  the  asset  disposed  should 
be  transferred  to  the  income  statement  and  included  in  Appropriations. 

INTERNAL  CONTROLS 

7.1  FINANCIAL  ASSET  REGISTER 

7.1.1  ESTABLISHMENT  AND  MANAGEMENT  OF  THE  ASSET  REGISTER 


The  Chief  Financial  Officer  will  establish  and  maintain  the  Asset  Register 
containing  key  financial  data  on  each  item  of  Property,  Plant  or  Equipment 
that  satisfies  the  criterion  for  recognition. 

Asset  Manager  will  be  responsible  for  establishing  and  maintaining  any 
additional  register  or  database  required  to  demonstrate  their  physical 
Management  of  their  assets. 

Asset  Manager  is  responsible  to  ensure  that  sufficient  controls  exist  to 
substantiate  the  quantity,  value,  location  and  condition  of  all  Assets  in 
their  Registers. 


7.1.2 


,-nMTFNTS  OF  THEASSElRiGISIlS 

The  details  included  in  the  non-current  Asset  Register  will 


include 


/JO-^cY 


rrEMA^/08/20Q4 

AS^ET  MANAQaTOfilpOLBY:  SOW^^  Pl^cY  MWnOPSjfy’"'  - 4/5/278' 
-P-URP-QSE  • • • 


To  present  the  Asset  Management  Policy  of  the  Souffiem  District  MunidpaKy  to  Coundl. 

CONTEKIT  

Herewith  the  Asset  Management  Policy: 


1  VISION 


SOUTHERN  DISTRiCT  MUNICIPALITY 

ASSET  MANAGEMENT  POLICY 


To  manage  the  assets  of  the  MunidpalHy  ih  an  efrident  and  effective  Way  with  regard 
■ td  the  acquisifi'on,  disposal,  utilizab'on,  control  and  maintenance  of  assets'. 

2  OBJECTIVES 

• 'To  ensure  Asset  Managers  are  aware  of  their  responsifailifes  in  regards  of 
Property,  Plant  and  Equipment 

- Spediying  Munidpalit/s  practice  regarding  accounting  for  assets  and 
inventory. 

• Ensure  consistency  in  accounting  treatment 

• Exercise  effective  control  -over  assets. 

• Ensure  that  an  updated  Asset  Register  is  kept 

• Ensure  compliance  with  all'legal  prescriptions  and  requirements. 

3 STATUTORY  AND  REGULaTORY  FRAMEWORK 

This  policy  must  comply  with  all  relevant  legislative  requirements  induding: 

=9?  • The  Constitution  of  the  republic  of  Soubi  Africa,  1996 

• Munidpal  Structures  Act,  1 998 

' Munidpal  Systerns  Act,  2000  j 

• Division  Of  Revenue  Ad  (enaded  annual) 

Nfunldpal  Rnance- Management  AcJ,  20O3  ■ 

Also  this  policy  rriust  comply  with  the  standards  specmbd  by  the  Accounting 
Standards  Board.  The  relevant  currently  recognized  accounting  standards  Indude: 

• GAMAP  113  Property,  Plant  arid  Equipment 

DEFINITIONS  ‘ . 

41  ASSETS  . • ■ . 

An  asset  fe  a resource  controlled  by  the  MuntdpaTrty  as  a result  of  past  events 
from  which  future  ^hdmic  benefits  or  potential  service  provision  are 
expected  to  flow  to  the  munidpalihr. 


18 


4.2  FDCBD  ASSETS 

/ye  those  assets  that  are  intended  for  use  on  a coriflnuing  basis  for  the ' 
purpose  of  the  Munidparity's  activities,  including  Property,  Piant  and  ■ 

■ • ■ Equipment  and  Intangible  /Assets,  and  Assets  heid  for  investment  purposes 
that  are  not  e>q3ected  to  be  reafized  within  12  months  of  the  reporting  date. 

4.3  MOV/^LE  ASSETS 

They  should  be  classified  as  current  asSet  when  they  are  pdrt  of  the 
Munldpant/s  operating  activifies  and  is  expected  to  be  realized  or  consumed 
in  the  normai  course  of  Munidpalit/s  operating  cycle,  or  held  primarily  for 
operating  purposes  or  for  the  short-term  and  expected  to  be  realized  vwthin  12 
months  ofjbe  reporting  date. 

4.4  /^F  (ASSETS  FINAJ'JCING  FUNDI 

Is  a Interrial  Stafutoity  Fund  which  is  cash  based  arid  which  is  spedficaliy 
used  to  purchase  assets. ' 

4.5  EFF  fEXTEPN/VL  FIN/WCING  FUN  Pi 

It  is  a collective  fund  of  ail  external  loans  taken  up  and  which  is  used  to 
finance  assets. 

4.6  ASSETS  REGISTER 

Is  an  accounting  records  which  contains  relevant  physical  and  finandal  details 
relating  to  all  assets. 

4.7  . COST 

Is.  the  amount  of  cash  or  dash  equivalents  paid  or  the  value  of  the  other 
consideration  given  to  acquire  an  asset  at  the  time'  of  its  acquisition  or 
consfruction.  ' ■ ■ 

4.8  DEPRECIATtON-  - . - 

, . ' • i 

The  depredation  arriount  of  an  item  of  Property,  Plant  and  Equipment  should 
be  allocated  on  a systematic  basis  oyer  its  useful  life. 

4.9  C/tPpYlNG  AMOUNIT 

Is  the  arriouht  at  which  an  asset  is  Iriduded  in  the  balance  sheet  after 
deducting  any  accurnulated  depredation  thereon. 

4.10  USEFUL  LIFE 

is  either  • ' ' 

The  period  of  time  oyer  which  an  asset  is  eJcpected  to  be  used  by  the 
munidpality,  or  . ' • . ■ 

The  numiser  of  production  or  similar  units  expected  to  be  obtained  from  the 
asset  by  the  munidpality.  ' _ ■ ■ • ■ 
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5 ACCOUNTING  FOR  PROPERTY.  PLANT  AMD  POtllPMFNT 

6.1  CLASSIHCATION 

S.1.1  INFRASTRUCTURE  ASSETS 


These  are  defined  as  assets  which  are  part  of  a network  of  similar 
assets,  and  would  indude  roads,  water  reticulation,  sewerage 
reticulation,  electricity  reticulation,  transport  terminals,  carparks,  and 
airport  ruhways.' 


6.1.2  COMMUNITY  ASSETS 

These  are  defined  as  assets  which  contribute  to  the  community's  well 
being,  and  will  iiidude  parks,  libraries,  fire  stations,  ambulance  depots 
and  health  dinics  (provided  of  course,  that  these  are  assets  which 
beldrig  to  the  Munidpality  and  not  to  another'  sphere  of  government. 

6.1.3  HERITAGE  ASSETS 

These  are  defined  as  culturally  significant  resources,  and  would 
include  works  of  art,  historical  buildings,  statues,  and  museum  exhibits. 

6.1.4  INVESTMENT  PROPERTIES 

These  are  properties  acquired  for  capital  gain,  and  wilt  indude  office 
parks,  and  underdeveloped  land  acquired  for  the  purpose  of  resale  for 
future  development 


6.1.5  OTHER  ASSETS 


these  are  assets  utilized  in  normal  operations,  and  vrill  include  plant 
and  equipment,  motor  vehides,  furniture  and  fittings,  and  tools  and 
loose  gear. 


It  is  accepted  that  to  some  ^ent  the  dassificafion  of  fiked  assets  will 
be  subjective,  and  that  different  local.artth.qrities  will  classify  certain 
assets  iri  different  ways.  However,  the  srrope  for  sucft  variation  seems 
limited  in  practice. 


PURCHASE  OF  ASSETS 


6.2.1  Before  any  assets  rran  be  purchased,  the  purchase  needs  to  be 
■ • authorised.'  • ■ ' ■ . 


The  authorization  to  approve  purchase  should  only  be  vested  in  a small 
riurfiber  of  individuals  ,■  ensuring  that  there  Will  be  proper  con^l  over 
purchases  fnade  by  the  Southern  Disttct  Mimicipafity;  Proper 
quthdrization  ensures  that  the  assets 'purchased,  are  fo.r  authorised 
, Muhidpal  purposes  and  ft  avoids  the  purchase  of  unnecessary  items.  • 
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5.0  RE-VALUAT]ON  OF  ASSETS 

When  an  tern  of  property  is  revalued,  any  accumulated  depredation  at  the 
date  of  the  revaluation  is  eiSier 

- restated  proportionately  with  the  change  in  the  gross  carrying  amount 
of  ffie  asset  so  that  the  carrying  arhount  of  the  asset  after  revaluation 
equals  its  revalued  amount  This  method'is  often  used  when  as  asset 
is  revalued  by  means  of  an  index  to  its  depreciated  replacement  cost 
or  ■ ■ • 

eliminated  against  the  gross  carrying  amount  of  the  asset  and  net 
amount  restated  to  the  revalued  amount  of  the  asset 

.6  WRITE-OFF 

All  items  to  be  written  off  must  be  approved  by  the  Munidpal-  Manager  and 
Chief  Finance  Officer  after  recommendation  by  the  Head  of  Department 

7 -'  DISPOSAL  OF  ASSETS 

: t 

6.7.1  A Munidpality  may  not  trao^er  ownership  as  a result  of  a sale  or  other 
transaction  or  otherwise  pennanently  dispose  of  a capital  asset  needed 
to  provide  the  minimum  level  of  basic  Municipal  Services. 

6.7.2  A Munidpality  may  transfer  ownership  or  otherwise  dispose  of  a capital 
asset  other  than  one  contemplated  in  subsection  (1),  but  only  after  the 
munidpal  council,  in  a meeting  open  to  the  public- 

has  dedded  on  reasonable  grounds  that  the  asset  is  not  ■ 
needed  to  provide  the  minimum  level  of  basic  Munidpal 
service;  and  . ■ 

has  considered  the  lair  market  value  of  the  asset  and  the 
economic  and  community  value  to  be  received  in  exchange 
for  the  asset 

6.7.3  A decision  by  a Muhidp^  eoundf  that  a Speciltc  capital  asset  is  not 
needed  to  provide  the  minimurh  level  of  basic  Muhidpal  serwces,  may 
not  be  revereed  by  the  Munlcipaiify  after  that  asset  has  been  sold,  •. 

transferred  or  otherwise  disposed  bf. 

6.7.4  A Munidpal  coundl  may  delegate  to  the  Accounting  Officer  of  the 
. Munidpa^  its  power  to  make  the  determinations  referred  to  in 
subsectibo  {2)(a)  and  (b)1n  respect' of  movable  capital  assefe  below  a 
value  determined  by  the  Goun'cii.  ‘ ".'''v. 

S’".  ‘ • 

6.7;5  Any  transfer  of  ownership  of  a cdpifaj'a^et  in  terrhs  of  subsedtipn  (2) 

. or  (4)  must  be  fair,  equitable,  transparent,  competitive  and  consistent 
with'  the  supply  diain  Management  PolfQr  whidi  the  Miinidpanty  mdst 
■ have  and  maintain  in  terms  of  section  111. 
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7.1  ;3  INTERNAL  CONTROLS  OVER  -mE  ASS&T  REGlSlW 


Controls  around  their  Asset  .Register  should  be  sufficient  to  provide  an 
accurate,  reliable  and  up  to  date  acxxDlint  of  assets  under  their  crontrol 
to  the  standards  specified  by  the  Chief  Financial  Officer  and  required 
by  the  Auditor-General. 

These  confrols  will  hdude  physical  management  and  recording  of  all 
atquisffions,  alignments,  transfers,  losses  and  disposals  of  their 
assigned  assets  as  weil  as  regular  stock-takes  and  system  audits  to 
confirm  the  adequacy  of  their  controls.  ^ . 

FINANCIAL  management 


8.1  PRE-ACQUIsmON  PLANNING 

Before  a capital  project  is  included  in  the  draft  Municipal  budget  for  approval, 
~.  the  Manager:  Infrastructure  Development  and  Strategic  Planning  must 
approve  that  they  have  considered:  , 


(a)  The  projected  acaquisifon  and  impiementafcin  cost  over  all  the  financial 
.years  until  the  project  is  operational; 


(b)  The  future  operational  costs  and  revenue  on  the  projecit,  including  tax 

• ■ and  tariff  implications;-  , . ' _ • 

(c)  The  financial  sustain  ability  of  the  project  over  its  ec»nomical  life  span 
including  revenue  generation  and  subsidization  requirements; 

r ■ 

(d)  The  physical  and  financial  stewardship  of  the  asset  through  all  stage  in 
its  economic  life  spari  including  acquisitioh,  installation,  rhaintenance, 
operations,  disposal,  and  rehabilitation;^ 

(e)  The  inclusion  of  the  capital  project  In  the  Integrated  Development 

Plans  and  future  budgets;  and  ' 

(f)  ’ The  Chief  nnancial  Officer  is  accountable  to  ensure-ttiat  the  Manager 

Infrastructure  Development  and  Strategic  Planning  recieive  all 
reasonable  assistance,  guidance  and  explanation  to  enable-therh  to 
• achieve  their  planning  requirements.  t.  ■■■  ..  .-i.-.  • 


8.2 


'APPROVAL  TO  ACQUIRE  PROPERTT.  PLANT  AND  EQUlPMENt 

Funds  Can  only  be  invested  with  a capital  project  ift  • . 

• They  have  been  appropriated  in  the  capital  budget; 

• . The'pfoject,  tdgether  with  the  project  cost  has  been  approved  by  the 

coundt; ‘ , j. 

• The  Chief  Financial  Officer  confirms  friat  funding  is  available  for  that 

specific  pheject  and  , ^ ■ 
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Traffic  Jghts 

20 

Footways' 

20 

Street  Bghang- 

25 

Curbing 

20 

overiiead.  bridges  • 

30 

Paving  ■ 

20 

StDim  w^ater  drains 

20' 

biidg&s,  subways  and  culverts 

30 

AIRPORTS: 

Carparks 

20 

Aprond 

20 

Bus  terminals 

20 

Runways 

20 

TaJdways 

20 

COMMUMTYASSfetS 

Airports/Radio  beacons 

20 

BUILDINGS: 

RECREATIONAL 

. Ambulance  stafions 

30 

FACILITIES: 

Aquajiutns 

30 

Bedch  development 

30 

Bowling  greens 

20 

Cars  centres 

30 

Tennis  courts 

20 

Cemeteries 

30 

Swimming  pools 

20 

CMc  theaters 

30 

Golf  courses 

20 

Clfnics/Hospltals 

30 

Jiikskei  pitched 

20 

Communlfy  cerrtres 

3S 

Outdoor  sports  tedir^ 

20 

Rre  stations  , 

30 

Organ  and  Case 

20 

Game  Reserve^est  Camps 

30 

Lakes  and  dams 

20 

lnck}or  sports 

30 

Fountairis 

20 

Libraries  , 

30 

Floodlighting 

20 

Museums/Art  galleries 

30 

Parlts  ■ ■ ‘ , 

30 

SECURITY  MEASURES: 

public  convenlences/bathhousBS ' 

30- 

' Fendhg.. 

3 

RecreaSon  centi^ 

•30 

Seair%  sterns 

5 

Stadiums 

30 

Assess  control 

5 

Zoos 

30 

• COMMt/Nmr  ASSETS  (CONT.) 

Asset  Life 

Asset  iffia 

WATER: 

emergency  AND  EQUIPMENT 

Meters 

15 

Rre 

15 

Mains 

20 

Ambulances 

5-10 

Rights 

20 

Rre  horses 

5 

SupplyAeti'culation 

■ 20 

^ Emergericy  lights 

5 

Reservoirs  and  Tanks 

. 20 

OTHER  ASSETS 

MOTOR  VEHICLES 

Fire  engines  , 

20 

BUILJ3IN6S 

Buses  . ■ . 

15 

^attolrs 

30 

Motor  vehlcle*I^v\-.v:'; 

Asphalt 

30 

Motor' rydes  " ■ ' ' 

' 3 

Cable  stations  ’ 

30- 

Trucks/bakWes 

5-7. 

Caravan  parks  • • 

30 

Cinemas 

30  • 

AIRCRAFT: 

15 

Compacfrjg  station^ 

30 

Hostels  -i^blic/rourist 

30 

WATERCRAFT: 

15 

Hostels-WorkerS 

36 

Housinj  schernes 

30 

PLANT  AND  EQUIPMENT: 

Wins' 

• 30 

Graders 

■10-15 

Laboratones 

. 30  . 

Tractors  , 

16;15 

Markets 

30 

Mechanical  hoises  ' 

10-15 

Nurseries 

. 30 

Faitn  ©quiplnent 

5 

Office  buldhigd 

30 

Lawnmbwars 

2 

Old  age  homes' 
Quatiies ' 
Tqsftes 
Training  centres 
transport  fecilifies 
■Woricshops/depolS 


.30 
30  • 
30 
30 

30  . 
30 


Cotnpres^rs  . 5 

Laboratory  equipment  5 

piadio  equipment  • _ 5 

Fireamis  • ’ • 5 

Tsi^mmuhlcafion  equipment  5 
General  5 

Cable  cars  15 
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Tiafflc  lights 

Streatlighfing- 
overfiead.bridges  ■ 

Stoim  watsr  drains 

bridges,  subways  and  culverts 

Carpaite 

Bustemiinais 

COMMUNITY  Assets 

BUILDINGS: 

. Ambulartce  stations 

Aquariums 

Beach  development 

Care  centres 

20 

25 

30 

20' 

30 

20 

20 

30 

30 

30 

30 

Footways' 

Curbing 

Paving  • 

AIRPORTS: 

Aprons 

Runways 

TasJways 

Airport^adio  beacons 

RECREATIONAL 

FACILITIES: 

Bowling  greens 

Tennis  courts 

20 

20 

20 

20 

20 

20 

20 

20 

20 

20 

CMc  theaters 

30 

Golf  courses 

20 

CBnlcs/Hospitals 

30 

JUkskei  pitches 

20 

Communlfy  centres 

30 

Outdoor  sports  fadlitlBS 

20 

Fire  staSons  , 

30 

Organ  and  Case 

20 

Game  Reserves/Rest  Camps 

30 

A . Lakes  and  dams 

20 

Jndoor  sports 

30 

Fountains 

20 

Libranes  4 

30 

Floodlighting 

20 

Museums/Art  galleries 

30 

PaiHs  ■ ■ • , 

30 

SECURITY  MEASURES: 

pubfic  oonvenlences/t^houses ' 

30- 

' Fencing..  - -..-v. 

3 

Red^^'on  centr^ 

Security  systems 

5 

Sta(flums 

30 

Assess  control 

5 

Zoos 

30 

• COMMUNITY  ASSETS  (CONT.) 

Asset  Life 

Asset  life 

WATER: 

emergencVand  equipment 

Meters 

15 

Rre 

15 

Mains 

20' 

Ambulances 

5-10 

Rights 

.20 

Fire  horses 

5 

Supply/reticulation 

■ 20 

A Emergency  lights 

5 

Reservoirs  arid  Tanks 

20 

OTHER  ASSETS 

MOTOR  VEHICLES 

Fire  engines  . 

20 

BUILDINGS 

: Buses  ■ 

15 

Abattoirs 

30 

Motor  vehicle' 

■Y-ScT-.;.. 

Asphalt 

30 

Motor’<tyd&  • • “ • 

■ 3' 

Cable  stations  . ' 

30. 

Tmcks/bakkies 

S-7 

Caravan  parte  ■ ■ 

30 

' Ciriemas 

30  ■ 

AIRCRAFT:  . ■ 

15 

Compacttng  station^ 

30 

Hostels  -Public/rourist 

30 

WATERCRAiT: 

15 

Hostels -Worked 

30 

Housing  schenies 

30 

PLANT  AND  EQUIPMENT: 

Kilns 

• 30 

Graders 

■10-15 

Laboratories 

• 30  . 

Tra^ra  . . . 

10^15 

Markets 

30 

Mechanical  hoises  ' 

10-15 

Nurseries 

* 30 

Faiin  e<^rpment 

5 

OfBce  fauSdingd 

30 

Lawnmowers 

2 

Old  age  homes' 

.30 

Compressors  . 

5 

Quarries ' 

3d- 

Laboratory  equipment 

5 

Ti[j  stfes  ; 

30  • 

. Radio  equipm^t 

5 

Training  centres 

30 

Firearms  - 

5 

Transport  ladlifles 

30  . 

Tefecommuhication  equ^ment 

5 ’ 

•Wortcshops/depofs 

30 

General 

5 

Cable  cars 

15 

8.2 


Funds 


can  onfy  be  invested  wffh  a capfta/ project  if: 


8.3 


.J  -i  -JS, 

8.4 


« «>»  CPrt  ftp,  L'„  .pp„v,<,  p, 

. « ^ .«ap,e  ,0, 

PRn.lPrxo. 

'p  >pp  “iSKsssr  *=  “psip 

assets  rit^ouppn  RV  Vf;^, , ,p.  ••  . _. 

and  mLThaS  bre^SedS  “nsumabte  items 

repairs  and  maintenance:  operating  budget  under 


must have^ bee? P?ov!deTfo?in assets  and 
from  income.  operating  budget  under  capital 

iNSURANCEOFASSEIS  collectively, 

^-ou^rgtmc^f  ^ f^-'-nce  Department  with  the  approval  ofthe 


Asset  Life 


INFRASTRUCTURE  ASSETS 

ELECTRICITY: 

Power  stations 
Cooling  towers 
Transformer  Kiosks 
Meters. 

Load  control  equipment 
Switchgear  equipment 
Supply  / reticulation 
Mains 


ROADS 

Motorways 
Other  roads 
TrafHc  l^ands 

ESTIMATED  ASSET  UVES 


INFRASTRUCTURE  ASSETS 

ELECTRICITY: 

Traffic  lights 

Street  lighting 

Overhead  bridges 

Storm  water  drains 

Bridges,  subways  and  cutveits 

Carparks 


Bus  Terminals 


COMMUNITY  ASSETS 

BUILDINGS: 

Amb(iarx»  stations 
Aquanums 
Beach  Development 
Care  centres 
Cemeteries 
Civic  tiieaters 
Cllnlcs/Hospltals 
Community  centres 
Fire  stations 


GAS: 

30  Meters  20 

30  Mains  20 

30  Storage  tanks  20 

20  Supply/reticulation  20 

20 

20  SEWERAGE: 

20  Sewers 

20  Out^ll  sewers 

Purification  works  20 

Sewerage  15 

Sludge  machines  15 

15 

10 

10  PEDESTRIAN  MALLS: 


Asset  Life- 

Asset  Life 

Footways 

20 

20 

Curbing 

20 

25 

Paving 

20 

30 

20 

30 

AIRPORTS: 

20 

Aprons 

20 

20 

Runways 

20 

Taxrways 

20 

Airports/Radio  beacons  20 


RECREATIONAL  FACIIITIES: 

30 

Bowiing  greens 

20 

30 

Tennis  courts 

20 

30 

Swimming  pools 

20 

30 

Gold  courses 

20 

30 

Jukskei  pitches 

20 

30 

Outdoor  sports  fadiiSes 

20 

30 

Organ  and  Case 

20 

30 

Lakes  and  dams 

20 

30 

Fountains 

20 

FloodligMf'g 


20 


Game  Reseives/Rsst  Camps 

Indoor  sports 

Libraries 

Museums/Art  galleries 
Parks 

Public  conveniences/bathhouses 

Recreation  centres 

Stadiums 

Zoos 


30 

30 

30 

30 

30 

30 

30 

30 

30 


ecn  iRITY  MEASUSES^ 
Fencing 

Security  systems 
Assess  control 


r'nMiMMfjnV  ASSETSJCQNll 


WATER 

Meters 

Mains 

Rights 

Supply  I reticulation 
Reservoirs  and  Tanks 
nTHFR  assets 


. ..  ■try'  £ 

- RHlLDlNGSl 
Abattoirs 
Asphalt 
Cable  stations 
Caravan  parks 
Cinemas 

Compacting  stations 
Hostels-PublicTT  ourist 
Hostels  — workers 
Housing  schemes 
Kilns 

Laboratories 
Markets 
Nurseries 
Office  buildings 
Old  age  homes 
Quarries 
Tip  sites 
Training  centres 
Transport  facilities 
Workshops  / depots 


PpcirF  FOUIPMENI 


Computer  hardware 
Computer  software 
Office  machines 
Air  conditioners 


Asset  Life 


15 

20 

20 

20 


30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 


5 

3-5 

5-7 

5-7 


Asset  Life. 


c^^PRr,ENCY  ANDJQUIPMENI^ 

I' 

Ambulances  ^ 

Fire  horses  ^ 

Emergency  lights 


MinTOR  VEHICLES 

Fire  engines 
Buses 

Motor  vehicle 
Motor  cycles 

Trucks/bakkies 

AlECRAEIl 

iai&tfrCRAFT 


20 

15 

5-7 

3 

5-7 

15 

15 


pi  AMT  AND  EQUIEMENH 

Graders 

Tractors 

Mechanical  horses 
Farm  equipment 
Lawnmowers 
Compressors 
Laboratory  equipment 
Radio  equipment 
Firearms  _ 

Telecommunication  equipment 

General 
Cable  cars 
Irrigations  systems 
Crematories 
Lathes 

Milling  equipment 
Conveyors 
Feeders 
Tippers 


10-15 

10-15 

10-15 

5 

2 

5 

5 

5 

5 

5 

5 

15 

15 

15 

15 

15 

15 

15 

15 


FURNITURE  AND  FITTINGS: 


Pulverizing  miils 


15 


Chairs  7-10 

Tables  and  desks  7-10 

Cabinets /ojpboanls  7-10 

Miscellaneous  7-10 

BINS  AND  CONTAINERS 

Household  refuse  bins  5 

Bulk  containers  10 


10  RISK  MANAGEMENT 

Exercising  risk  management  in  a proactive  manner  and  providing  adequateiy  for  the 
cover  of  residuai  risk. 

11  TRAINING  AND  DEVELOPIVIENT 

Continuous  training  on  asset  management  should  be  provided  to  staff  members  within 
the  asset  division,  so  as  to  keep  track  of  the  changes  surrounding  the  asset 
management  environment 

THEREFORE  RESOLVED 


That  Council  approves  and  adopt  the  Asset  Management  Policy  as  presented  above. 


reasonable  assistance,  guidance  and  explanation  to  enable  them  to 
achieve  their  planning  requirements. 


8.2  APPROVAL  TO  ACQUIRE  PROPERTY.  PLANT  AND  EQUIPMENT 

Funds  can  only  be  invested  with  a capital  project  if. 

" They  have  been  appropriated  in  the  capital  budget; 

• The  project,  together  with  the  project  cost,  has  been  approved  by  the 
council; 

■ The  Chief  Financial  Officer  confirms  that  funding  is  available  for  that 
specific  project;  and 

■ Any  contract  that  will  impose  financial  obligations  more  than  two  years 
beyond  the  budget  year  is  appropriately  disclosed. 

8.3  FUNDING  OF  CAPITAL  PROJECTS: 

Within  the  Municipality's  ongoing  financial,  legislative  or  administrative  capacity, 
the  Chief  Financial  Officer  will  establish  and  maintain  the  funding 
strategies  that  optimize  the  Municipality’s  ability  to  achieve  its  strategic 
objectives  as  stated  in  the  Integrated  Development  Plan. 

8.4  ASSETS  GROUPED  BY  V^UE: 

8.4.1  Assets  with  a value  below  R1  000: 


• Assets  acquired  in  this  range  will  be  considered  consumable  items 
and  must  have  been  provided  for  in  the  operating  budget  under 
repairs  and  maintenance: 

• These  items  will  not  be  capitafeed  as  an  asset  but  an  inventory 
must  be  kept  to  exercise  the  necessary  control  over  it 

8.4.2  Assets  with  a value  between  R1  001  and  R10  000: 

■ Assets  acquired  in  this  range  will  be  considered  minor  assets  and 
must  have  been  provided  for  in  the  operating  budget  under  capital 
from  income. 

• These  assets  will  be  capitalized  in  the  Asset  Register  but  will  be 
fully  depreciated  to  a minimum  value  of  R1 . 

« The  Council’s  service  connections  for  wafer  and  electricity  will  be 
included  under  this  heading  and  will  be  capitalized  collectively, 

9 INSURANCE  OF  ASSETS 


All  the  assets  must  be  insured  by  the  Finance  Department  with  the  approval  of  the 
Accounting  Officer. 


ESTIMATED  ASSET  LIVES 


Asset 


Life 


Asset  Life 


INFRASTRUCTURE  ASSETS 

ELECTRICITY: 

GAS: 

Power  stations 

30 

Meters  20 

Cooling  towers 

30 

Mains 

20 

Transformer  Kiosits 

30 

Storage  tanks 

20 

Meters. 

20 

Supply/reticutatioo 

20 

Load  oxitrol  equipment 

20 

Switdigear  equipment 

20 

SEWERAGE 

Suppiy/ reticulation 

20 

Sewers 

20 

Mains 

20 

Outfall  sewers 

20 

Purification  works 

20 

Sewerage 

15 

ROADS 

Sludge  machines  15 

Motorways 

15 

Other  roads 

10 

Traffic  Islands 

10 

PEDESTRIAN  MALLS: 

ESTIMATED  ASSET  LIVES 


- 

Asset  Life 

Asset  Life 

INFRASTRUCTURE  ASSETS 

ELECTRICITY: 

Footways 

20 

Traffic  lights 

20 

Curbing 

20 

Street  iighting 

25 

Paving 

20 

Overhead  bridgas 

30 

Storm  water  drains 

20 

Bridges,  subways  and  culverts 

30 

AIRPORTS: 

Carparks 

20 

Aprons 

20 

Bus  Terminals 

20 

Runways 

20 

Taxlways 

20 

Airports/Radio  beacons  20 

COMMUNITY  ASSETS 


BUILDINGS: 

RECREATIONAL  FACILITIES: 

Ambiiance  stations 

30 

Bowling  greens 

20 

Aquariums 

30 

Tenrus  courts 

20 

Beach  Development 

30 

Swimming  pools 

20 

Care  centres 

30 

Gold  courses 

20 

Cemeteries 

30 

Jukskel  pitches 

20 

Civic  tieaters 

30 

Outdoor  sports  facilities 

20 

Clinics/Hospitals 

30 

Organ  and  Case 

20 

Community  centres 

30 

Lakes  and  dams 

20 

Rre  stations 

30 

Fountains 

20 

Gams  Ressrves/Rest  Camps 

Indoor  sports 

Libraries 

Mussums/Art  galleries 
Partes 

PubBc  conveniences/bathhouses 
Recreation  centres 
Stac£ums 
Zoos 

COMMUNITY  ASSETS  rCONT.t 


WATER 

Meters 

Mams 

Rights 

Supply  / reticulation 
Reservoirs  and  Tanks 
OTHER  ASSETS 


BUILDINGS: 

Abattoirs 
Asphalt 
cable  stations 
Caravan  parks 
Cinemas 

Compacting  staOons 
Hostels-Pu  blic/T  ourist 
Hostels -workers 
Housing  schemes 
Kilns 

Laboratories 
Markets 
Nurseries 
Office  buildings 
Old  age  homes 
Quarries 
Tip  sites 
Training  centres 
Transport  facilities 
Workshops  / depots 

OFFICE  EQUIPMENT 

Computer  hardware 
Computer  software 
Office  machines 
Air  conditioners 


Floodlighting  20 


SFCIIRITY  MEASURES: 


Fencing  3 

Security  systems  5 

Assess  control  5 

Asset  Life 

FMFRGENCY  AND  EQUiPMENT 

Rre 

15 

Ambulances 

5-10 

Rre  horses 

5 

Emergency  lights 

5 

MOTOR  VEHICLES 

Rre  engines 

20 

Buses 

15 

Motor  vehicle 

5-7 

Motor  cycles 

3 

Truoks/bakkies 

5-7 

ARCRAFT: 

15 

WATERCRAFT: 

15 

PLANT  AND  EQUIPMENT: 

Graders 

10-15 

Tractors 

10-15 

Mechanical  horses 

10-15 

Famn  equipment 

5 

Lawnmowers 

2 

Compressors 

5 

Laboratory  equipment 

5 

Radio  equipment 

5 

Rrearms 

5 

Telecommunication  equipment  5 

General 

5 

Cable  cars 

15 

Irrigations  systems 

15 

Crematories 

15 

Lathes 

15 

Milling  equipment 

15 

Conveyors 

15 

Feeders 

15 

Tippers 

15 

30 

30 

30 

30 

30 

30 

30 

30 

30 

Asset 

15 

20 

20 

20 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

5 

3-5 

5-7 

5-7 


FURNITURE  AND  FimMQS- 


Pulverizing  mills 


15 


Chairs  7.10 

Tables  and  desks  7.10 

Cabinets  / cupboards  7-I Q 

Miscellaneous  7-10 

BINS  AND  CONTAINERS 

Household  refuse  bins  5 

Bulk  containers  — 10 


10  RISK  MANAGEMENT 

Exercising  risk  management  in  a proactive  manner  and  providing  adequately  for  the 
cover  of  residual  risk. 

11  TRAINING  AND  DEVELOPMENT 

Continuous  training  on  asset  management  should  be  provided  to  staff  members  within 
the  asset  division,  so  as  to  keep  track  of  the  changes  surrounding  the  asset 
management  environment 

THEREFORE  RESOLVED 


That  Council  approves  and  adopt  the  Asset  Management  Policy  as  presented  above. 
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THEREFORE  RECOIVIIViENDED 

DISPOSAL  OF  ASSETS 

1 A Municipality  may  not  transfer  ownership  as  a result  of  a sale  or  other  tran^ction  or 
otherwise  permanently  dispose  of  a Capital  Asset  needed  to  provide  the  minimum  level 
of  basic  Municipal  Services; 

2 A Municipality  may  transfer  ownership  or  otherwise  dispose  of  a CapitaJ  Asset 
than  one  contemplated  in  Subsection  6.7.1.  buf.onlyafter  the  Municipal  Council,  in  a 
meeting  open  to  the  public:- 

(i)  has  decided  on  reasonable  grounds  that  the  asset  is  not  needed  to  provide  the 

minimum  level  of  basic  Municipal  Services,  and 

(ii)  has  considered  the  fair  market  value  of  be  received  in  exchange  for  the  asset; 

3 A deasion  by  a Municipal  Council  that  a specific  Capital  Asset  is  not  ne^ed  to 

the  minimum  level  of  basic  Municipal  Services,  may  not  be  reversed  by.  the  Muniapairty 
after  that  asset  has  been  sold,  transferred  or  otherwinse.  disposed  of, 

4 A Munidoal  Council  may  delegate  to  the  Accounting  Officer  of  the  Municipality  its  power 
to  make  the  determination  referred  to  in  SubsecBon  6.7.2  (i)  and  (iO  m respecter 
movable  Capital  Assets  below  or  value  detemiined  by  the  Council, 


8 


9' 


.10 


Any  transfer  of  ownership  of  a Capital  Asset  |n  teitns  of  Sub-secBOT  ^ 

be  fair,  equitable!  transparent,  competitive  and  consistent  wi^  the 
■Management  Policy  (SGMP)  which  the  Municipality  must  have  arid  maintain  in  terms  or 
Municipal  Rnance  Managemerit  Act,  (MFMA),  Section  111,  and 

This  section  does  not  apply  to  the  transfer  of  a Capital  Asset  to  another  Municipality 
or  to  a Municipal  Entity  dr  a National  or  Provincial  organ  of  state  in  circumstances 
and  in  respect  of  Categories  of  assets  approved  by  the  National  Treasury. 

. The  Accounting  Officer  is  authorised  to  dispose  assets  taat  are  not  r^uired  and/or 
have  been  iiilly  depreciated  by  seeking  written  submission  of  tenders. 

That  assets  that  are  sold  for  an  amount  belovy  R20  000  should  treated  administratively 
after  the  process  in  Sub-section  6.7.7  has  been  followed; 

The  assets  that  are  sold  for  an  amount  aboye  R2p  000  requires  that  an  item  be 
tabled  to  Municipal  Council  for  cognisance;  and 

The  income  that  is  received  frorp  selling  (disposing)  of  the  „ 

reflected  as  Extra-ordinary  income  in  the  Income  and  Expenditure  Statement  (l&E) 


ITEM  A.97/07/2006  fFINANCE.20/07/20061 

ACCOUNTING  TREATMENT  OF  LEASES 


NOTING  THAT 


The  accounting  treatment  of  lease  that  enhance  quality  and  consistency  of  accounting 
transactions  is  placed  before  Council  and  the  Executive  Mayor. 

HAVINGTAKEN  INTO  CONSIDERATION 

That  Council  is  faced  with  a choice  when  assets  are  required  to  enhance  service  delivery.  The 
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council  mayoonsiderbuyingofvahidesjand.  building^  fecratissanW 

leasing  the  mentioned  assets.  Whenever  a Council  opte  tor  the 

become  assets  that  must  be  capitilised  and  placed  in  the  asset  register,  !.e  ownership  rests  with 

the  municipanty.  The  full  risk  rests  with  Council. 

The  alternative  of  leasing,  provides  Council  with  the  following  advantages. 

(a)  Shift  of  ownership  risk 

The  lessee  (CounciO  avoid  substantial  risk  of  owning  obsolete  equipment 
The  cancellation  clause  offers  benefits  to  lessee  when  equipment  is  no 
required  to  enhance  service  delivery; 

(b)  Flexibility 

The  equipment  is  sought  when  the  Council  seeks  to 

specific  purpose.  The  cost  of  the  equipment  is  avoided  and  funds  ubiised  for 
better  purposes  and  not  tied  to  monthly  payments, 

(c)  Maintenance 

Under  a full-service  lease,  the  lessor  becomes  responsible 
maintenance.  The  lessor  may  even  be  better  placed  to  provide  such  service,  and 

(d)  Off  the  Balajigg  Sheet  Event 

The  Council  is  permitted  to  ignore  both,  the  asset  and  the  fease  '{«  '"JJ® 
balance  sheet  The  equipment  costs  are  expensed  through  the  mpome  and 
Expenditure  Statement;  and  no  asset  is  reflected  feat  brings^complieations  of 
dOpreciations  as  wail  as  accumulated  (camy-over)  depreraabon. 

This  .Council  should  focus  strictly  on  operating  lea^and  ® 

considered. 

therefore  RECOMMENDED 

1 That  fee  Council  will  consider  operafing  leas^  whenever  assets  are  required  to 
enhance  .efficiency  and  effectiveness  of  service  delivery; 

2 That  fee  payment  of  fee  operating  leases  will  b^expensed  in  the  period  they  relate  to. 
through  the  Income  and  ^enditure  Statement;  and 

3.  That  fee  period  of.fee  operating  lease  contract  between  Council  Cessee)  and  fee 
lessor  should  not  exceed  a period  of  three  (3)  years. 


.4/10/1/2 


ITFM  A.9B/n7/2Q06  (FINANCE.21/07/20061 
UPPER  LIMITS  OF  COUNCILLOR  remuneration 

NOTING  THAT 

Council  I,  to  w™.  the  G.y,mm.n.  Notl«  No.  R663  «ch  sots  the  oppor  llmlto 

of  Councillors  remuneration  with  effect  rrom  8 March  2006. 
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ITEM  A.30/03/2008 

ITEM  MAYORAL.30/03/2008 

CELLULAR  POLICY:  TRANSFERS  4/10/1/2 

NOTING  THAT 

The  reviewed  cellular  phone  policy  was  placed  before  the  Executive  Mayor/Municipal  Council  for 
adoption  and  approval. 

HAVING  TAKEN  INTO  CONSIDERATION 

1 That  the  Municipal  Council  has  approved  the  Cellular  Phone  Policy  at  the  meeting  held 
on  Thursday.  27  July  2006  in  terms  of  ITEM  A.94/07/2006  (MAYORAL.84/07/2006). 

2 That  the  Local  Government  Munidpal  Finance  Management  Act,  No.  56  of  2003 
*(MFMA)  has  section  164  and  167  which  should  be  considered  and  reads  as  follows: 

“164.  Forbidden  activities 

(1)  No  munidpality  or  municipal  entity  may— 

(a)  conduct  any  commercial  activities — 

(i)  otherwise  than  in  the  exercise  of  the  powers  and  functions 
assigned  to  it  in  terms  of  the  Constitution  ornaOonat  or 
provincial  legislation;  or 

(ii)  outside  the  borders  of  the  Republic; 

(b)  provide  a municipal  service  in  an  area  outside  its  jurisdiction 
except  with  the  approval  of  the  council  of  the  municipality  having 
jurisdiction  in  that  area;  or 

(c)  make  loans  to — 

(i)  councillors  or  officials  of  the  municipality; 

(ii)  directors  or  officials  of  the  entity;  or 

(iiO  members  of  the  public. 

(2)  If  a municipality  or  munidpal  entity  on  the  date  on  which  this  section  takes  effect 

is  engaged  in  any  activity  prohibited  by  subsection  ( 1)(a)  or  (b)  and  which  is 
otherwise  lawful,  the  munidpality  or  entity  must  take  all  reasonable  steps  to 
rectify  its  position  and  to  comply  with  that  subsection  as  soon  as  may  be 
reasonable  in  the  circumstances. 

“167  Councillors’ remuneration 

(1)  A munidpality  may  remunerate  its  pofitical  office-bearers  and 

members  of  its  5 political  structures,  but  only— 

(a)  within  the  framework  of  the  Public  Office-Bearers  Act,  1 998  (Act 
No.  20of1998),  setting  the  upper  limits  of  the  salaries,  allowances 
and  benefits  for  those  political  office-bearers  and  members;  and 

(b)  in  accordance  with  section  219(4)  of  the  Ckinstitution.  10 


Single  Whip 

R1  200 

MMC's  (Directly  Elected) 

R1  200 

MMC's  (Seconded) 

R 451 

Directly  Elected  Part-time 

R 749 

Municipal  Manager 

R1  250 

Section  57  Managers 

R1  050 

Managers  in  Political  Offices 

R 750 

Deputy  Heads  of  Departments 

R 650 

Assistant  Heads  of  Departments 

R 550 

Personal  Assistants  in  Political  Offices 

R 550 

Community  Development  Officers 

R 550 

Chauffer 

R 250 

Messenger/Driver 

R 250 

Post  Level  4 Officials 

R 450 

Post  Level  5 Offidals 

R 400 

Secretary  to  Executive  Mayor 

R 550 

3. 1 That  Heads  of  Departments  provide  written  motivations  on  why  certain  officials  in 

their  departments  are  and  should  be  receiving  cellphone  allowances,  particularly 
offidals  not  on  a management  level  such  as  post  level  4 and  5 as  Indicated 
above. 

4 That  all  incumbents  (councillors  and  officials)  must  provide  their  cellular  numbers  to 
the  Office  of  the  Accounting  Officer  (Municipal  Manager);  and 

5 All  the  cellular  number  that  do  not  have  users  (councillors  and  officials)  their 
contracts  be  tenninated  with  the  service  providers. 
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ITEM  A.36/03/2nn7 

(MAYORAL20/03/20071fFINANCE.02/03;2007'  cFO 

BUDGET  RELATED  POLICIES  2007;200a  4/1/1 

NOTING  THAT 

The  budget  related  policies  were  submitted  to  Council  for  review  and  adoption. 

HAVING  TAKEN  INTO  CONSIDERATION 

1 That  the  Local  Government:  Municipal  Rnance  Management  Act,  No  56  of  2003  (MFMA) 
has  Section  17(3)(e)  which  states  as  follows: 

17,  Contents  of  annual  budget  and  supporting  documents 

(iii)  When  an  annual  budget  is  tabled  in  terms  of  Section  16(2),  it  must  be 

accompanied  by  the  following  documents: 


e)  any  proposed  amendment  to  the  budget-related  policies  of  the  municipalities.’ 

2 That  the  following  policies  impact  on  the  production  of  quality  credible  budget  and  are 
placed  before  the  Executive  Mayor,  Municipal  Council  for  consideration: 

I.  MUNICIPAL  INVESTMENT  POLICY:  ITEM  A 42/05/2005 

II.  SUPPLY  CHAIN  MANAGEMENT  POLICY:  ITEM  A.63/05/2005 

III.  CELLPHONE  ALLOWANCE  FOR  DESIGNATED  OFFICIALS:  ITEM 
B.342/1 1/2003 

IV.  SUBSISTENCE,  ACCOMMODATION  AND  TRAVELING  ALLOWANCES 
POLICY;  ITEM  /L22/04/2006 


. VI.  TRANSFERS  OF  ALLOCATIONS  REPORTING;  ITEM  A.56/06/200S 


CREDIT 
COIVTROL  AND 

DEBT 

MANAGEMENT 

POLICY 


ITEM  B.24S/09/2003  fFINANCE.24/08/2003^ 

CREDIT  CONTROL  & DEBT  MANAGEMENT  POLICY 


MFS 

4/13/1/1 


NOTING  THAT: 


This  item  was  referred  to  the  Finance  Portfolio  Committee  from  the  Executive  Mayor’s 
Agenda  29  dated  1 0 July  2003. 

HAVING  TAKEN  INTO  CONSIDERATION: 

That  Council  is  expected  to  develop  a Credit  Control  and  Debt  Management  Policy  in 
line  with  Section  97  of  the  Local  Government:  Municipal  Systems  Act,  No  32.  of  2000. 

THEREFORE  RESOLVED: 


That  the  Credit  Control  and  Debit  Management  Policy  of  the  Council  as  follows  be 

adopted: 

1 The  Council  will  monthly  send  out  a preliminary  assessment  based  on  the 
previous  returns  submitted  by  the  levy  payer.  The  preliminary  assessment  will 
not  be  debited  against  the  account  of  the  levy  payer  on  condition  that  the  levy 
payer  will  return  the  completed  assessment  form  together  with  payment  thereof 
within  30  days  from  the  date  of  the  return  being  posted. 

If  the  levy  payer  refuses  or  neglect  to  submit  the  said  return  within  the  prescribed 
period,  the  amount  of  the  preliminary  assessment  will  be  debited  against  the 
account  of  the  levy  payer.  If  such  an  amount  is  not  redeemed  withjn  30  days 
after  it  has  been  debited,  the  levy  payer  will  be  regarded  to  be  60  days  in  arrear. 

2 All  the  established  businesses  entities  in  our  District  must  be  registered  as  both 
potential  and  levy  payers. 

3 These  levy  payers  (businesses)  must  receive  timeous  monthly  accounts  which 
indicate  basis  for  calculating  amount  due; 

4 Reasonable  steps  that  are  adequate  should  be  taken  to  ensure  that  levy  payers 
are  fully  informed  of  the  reasons  for  the  payment  of  the  levy  fee; 

5 Accessible  mechanisms  should  be  provided  such  as  complaint  boxes  within  the 
paypoint  that  must  be  attended  to  promptly  by  Management  and  Council  (when 
necessary)  of  the  comective  action  taken;  Council  should  provide  accessible  pay 
points  and  allow  direct  deposits  for  settling  accounts  or  for  making  pre-payments 
for  levies; 

6 The  levy  payers  that  are  in  arrears  for  60  days  and  more  should  be  referred  to 
the  Council  appointed  Debt  Coliection  Agent; 

6.1  The  authorisation  to  coilect  on  behalf  of  the  Council  vrill  be  covered  by 
the  signed  agreement. 


7 

8 

9 

10 

11 

12 

13 

14 

15 

16 


6.2  The  Agent  will  contact  the  arrear  levy  payers  directly. 

6.3  The  Agent  must  ensure  that  contact  person  of  the  levy  payer  (business) 
is  a person  21  (twenty  one)  years  and  older. 

7.1  Every  order  or  notice  of  document  requiring  authentication  by  the  Council 
shall  be  sufficiently  authenticated  if  signed  by  the  Municipal  Manager  or  in 
case  of  the  Agent,  by  the  authorised  Officer  of  the  Agent  as  per  the 
signed  agreement. 

7.2  Delivery  of  the  copy  shall  be  deemed  to  be  delivery  of  the  original. 

Where  the  exact  amount  due  and  payable  to  the  Council  has  not  been  paid  in 
full,  any  lesser  amount  tendered  (paid)  to  and  accepted  by  any  Council 
employee  or  Agent,  shall  not  be  deemed  to  be  final  settlement  of  such  an 
amount. 

■ Subject  to  the  provisions  of  Section  10  G of  the  Local  Government  Transition  Act 
1993  (Act  No.  209  of  1993)  or  any  law  relating  to  interest,  the  Coundl  may 
charge  and  recover,  interest  in  respect  of  any  amears  amount  due  and  payable 
to  the  Council: 

A recondliation  reflecting  the  amount  due  and  payable  to  the  Council,  under  the 
hand  of  the  Munidpal  Manager  or  the  authorised  Agent  appointed  by  Coundl, 
shall  upon  mere  production  thereof  be  accepted  by  any  court  of  law  as  prima 
facie  evidence  of  the  indebtness; 

Where  any  payment  made  to  Coundl  is  later  dishonoured  by  the  bank,  the 
Council  will  levy  such  costs  and  administration  fees  as  may  be  reasonable  and 
enforceable  in  terms  of  prevailing  legislation; 

All  legal  costs,  induding  attomey-and  client  costs  incurred  in  the  recovery  of 
amounts  in  arrears  shall  be  levied  against  the  arrears  account  of  the  levy  payer 
(debtor.) 

All  levy  payments  due  to  Coundl  may  be  paid  upon  receipt  of  the  account  until 
the  twentieth  (20)  of  the  month  to  allow  suffident  period  for  recondliations  and 
preparations  of  the  next  accounts; 

The  Coundl  may  consider  advance  annual  payment  on  request  by  levy  payers; 

The  Council  may  extend  the  liability  of  such  entity  that  is  in  arrears  to  the 
directors  or  members  thereof  jointly  and  severally,  as  the  case  may  be; 

The  Council  may  at  its  discretion  through  the  Municipal  Manager  report  such 
legal  person,  the  available  statutory  details,  including  information  pertaining  to 
the  responsible  officers  of  such  legal  persons,  that  owe  the  Council  monies  that 
collate  and  retain  such  information; 
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A person  who:- 


17.1  obstructs  or  hinders  an  employee  of  Council  or  an  appointed  Agent  in  the 
exercise  of  his/her  powers  or  performance  of  functions  or  duties  under 
the  policy; 

17.2  fails  or  refuses  to  give  an  employee  of  Council  or  appointed  Agent  such 
information  as  he/she  may  reasonably  require  for  the  purpose  of 
exercising  his/her  powers  or  functions  under  the  policy  or  gives  such 
employee  or  Agent  false  or  misleading  information  knowing  it  to  be  false 
or  misleading; 

1 7.3  contravenes  or  fails  to  comply  with  a provision  of  this  policy; 

17.4  fails  to  comply  with  the  terms  of  a notice  served  upon  him/her  in  terms  of 
this  policy 

i.  shall  be  guilty  of  an  offence  and  liable  upon  conviction  to  a period 
not  exceeding  six  months  imprisonment  or  a fine  not  exceeding 
R20  000,00  or  both  such  fine  and  imprisonment; 

1 8 The  successful  collection  of  arrear  levy  payers  by  the  Agent  may  allow  Council  to 
periodically  (six  monthly)  review  the  Provision  for  Bad  Debts  Policy;  and 

19  If  there  is  any  conflict  between  the  Council  policy  and  any  other  policy  of  the 
Council,  the  Credit  Control  and  Debt  Management  Policy  will  prevail." 


CREDIT  CONTROL  AND  DEBT  MANAGEMENT  POLICY 


NOTING  THAT 

The  revised  and  reviewed  Credit  Control  and  Debt  Management  Policy  were  placed 
before  Council  for  adoption  and  Council  is  empowered  in  terms  of  Section  93(6)  of  the 
Local  Government  Municipal  Structures  Act,  No.  1 17  of  1998  which  states  as  follows; 

“93.  AoDlication  of  this  Act  and  transitional  arrangements 

(6)  A district  municipality  or  a metro^litan  municipality  may  levy  and  claim 
regional  services  levy  and  a regional  establishment  levy  referred  to  in 
section  12(1)(a)  of  the  Regional  Services  Councils  Act,  1985,  or  section 
16(1)(a)  of  the  KwaZulu  and  Natal  Joint  Services  Act,  1990“ 

HAVING  TAKEN  INTO  CONSIDERATION 

1 That  the  Regional  Services  Levy  (Payroll)  and  the  Regional  Establishment  Levy 
(Turnover)  have  been  the  main  sources  of  the  Council  income.  These  main 
sources  of  income  will  have  been  replaced  by  RSC  Levy  Grant  with  effect  from  1 
July  2006,  until  the  most  appropriate  tax  instrument  is  introduced. 

2 That  the  inapplicability  of  the  RSC  Levy  from  1 July  2006  does  not  prohibit  the 
Council  from  following  and  collecting  the  arrear  (outstanding)  levies.  City  of 
Johannesburg  has  contacted  South  African  Revenue  Services  (SARS)  about  the 
prescription  period.  The  “SARS  Amendment  Clarification  Document”  does 
indicate  that  Council  may  collect  the  arrear  levies  period  older  than  two  (2)  years 
and  Council  should  prove  the  debt. 

THEREFORE  RESOLVED 


That  the  following  Credit  Control  and  Debt  Management  Policy  review,  empowers  the 

Council  to  pursue  these  arrear  levies  internally; 

1.  The  Southern  District  Municipality  will  pursue  all  outstanding  (arrears)  levies  that 
are  due  on  30  June  2006; 

2.  All  businesses  that  are  not  excluded  from  RSC  Levy  payment  and  existed  before 
30  June  2006  must  register  and  pay  arrear  levies; 

3.  All  levy  payers  (businesses)  will  receive  a reconciled  account  of  arrear  levies  that 
has  been  certified  as  correct  and  accurate  by  the  Municipal  Manager  and/or  proxy 
as  the  case  may  be; 

4.  Levy  payers  that  require  clarification  will  be  provided  with  full  support  by  the  Credit 
Control  Section  of  the  Southern  District  Municipality  to  ease  the  understanding; 

5.  The  levy  payers  should  have  direct  access  in  which  room  for  fair  and  valid 
complaints  must  be  addressed  and  reports  provided; 

6.  The  Southern  District  Municipality  credit  control  section  is  empowered  and 
authorized  to  pursue  all  arrear  levy  payers  as  at  30  June  2006; 

7.  The  arrear  levy  payers  can  enter  into  an  agreement,  wherein  the  full  period  for  the- 

settlement  is  clear  and  not  implied; 

S.  Subject  to  the  provisions  of  Section  1 0G  of  the  Local  Government  Transition  Act. 

1 993  (Act  No.  209  of  1 993)  or  any  law  relating  to  interest.  Council  will  charge  and 


indebtness;  „ arranaements  will  first  be 

^uTgSar^d  ultimately  a warrant  of  exe^cut^m 
The  Council  Credit  Section^wi^^^^^  thrsystem; 

to  the  fullest  due  to  h -anopments  will  sign  an 

performance  of  functi  r^ation  as  he/she  may 

tails  or  refuses  to  give  an  employe-f  and/or  ftrnctions 

knowingly. 
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10. 


11. 


12. 


13. 


14.1 


14.2 


14.3 

14.4 
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. K pn  the  Credit  Control  and  Debt  prevail.' 


THEREFORE  RESOLVFn 


That  the  Aowunting  Oificer  (Municipal  Manager)  of  the  Southern  District  Municipality 
wil . inforrn  the  receiving  municipality’s  Accounting  Officer  in  wrifing,  on  the 
anticipaied  allocation  on  or  before  31  March  of  every  financial  yean 

nlltnw  Officer)  of  municipalities  within  Southern 

of junsdiction  will  prepare  business  plans  that  must  be 
received  by  transfemng  officer  on  or  before  30  April  of  every  financial  yean 

That  these  business  plans  must  be  submitted  to  Southern  District  Municipality  for 


approval  by  Council  with  the  budget  on  or  before  31  May  of  every  financial  year, 

4 That  the  approved  business  plans  will  inform  the  service  delivery  and  budget 
implementation  plan  (SDBIP)  of  Council  that  must  be  submitted  not  later  than  14 
days  thereafter,  by  the  Municipal  Manager  to  the  Executive  Mayor, 

5 That  the  Municipal  Manager  must  ensure  that  receiving  officers  must  submit 
progress  reports  quarterly  on  timeous  basis  in  line  with  the  approved  business 
plans; 

6 That  where  the  receiving  munidpality  fails  to  submit  the  reports  and/or  under-spend, 
the  Municipal  Manager  must  insist  on  submission  of  a report  within  fourteen  (14) 
days  in  order  to  ensure  that  the  local  spend  the  money  accordingly; 

7 That  consistent  breaching  of  the  business  plan  should  be  reported  to  Council  for 
either  the  withholding  of  the  fund  until  a full  explanation  is  provided  and/or  for 
reallocation  to  fund  with  the  viewing  projects  (programmes)  that  are  in  the  approved 
Integrated  Development  Plan  (IDP). 

8 That  the  policy  be  communicated  to  the  Category  B municipalities. 

9 That  the  Office  of  the  Speaker  arranges  a workshop  on  selected  polides. 
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